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PREFACE 

TO THE FIFTH EDITION. 



In the Preface to my " History and Principlefij of 
Banking" I made the following remarks: — 

^^ Banking is both an art and a science. As an art, it 
is a branch of trade intimately connected with every 
man's business ; as a science, it forms an important por- 
tion of political economy. The knowledge of banking bs 
an art, is acquired like that of other arts, by serving an 
apprenticeship, or engaging practically in its operations. 
The knowledge of banking as a science may be acquired, 
like that of other sciences, by reading, observation, and 
reflection. These two branches of knowledge do not 
always accompany each other. Some, who are practically 
engaged in banking, do not study its principles; while 
those who have written upon its principles have for the 
most part been political economists and statesmen, who 
were unacquainted with its practical details. This publi- 
cation will, perhaps, be thought worthy of some degree of 
attention, upon the ground that it professes to be a scien- 
tific work, written by a practical man.'* 

The present work professes to treat of banking as an 
art. Art is the application of knowledge to a practical 
end.* The practical end of banking, as of all other 

♦ Sir John Herschel. 
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trades and professions, is to get money. This book treats 
of the means by which that end is obtained — ^points out 
the rules to be followed, and the errors to be avoided — 
shows how these rules are applied by various banking 
institutions, and in diflferent districts of the United King- 
dom — exhibits the quaMcations necessary to the party 
by whom these rules are administered — and describes 
those moral virtues which are as indispensable as profes- 
sional knowledge to the attainment of success. 

It may be supposed, that in discussing the "eflfects of 
the Act of 1844," and "the Laws of the Currency," I 
have wandered beyond the limits of practical banking. 
But these matters are viewed only in their practical 
results. The principles of banking are deductions from 
&cts. The science of banking is a collection of these 
principles. It is of importance to have a correct notion 
of the nature of this science. In the physical sciences, 
as in chemistry and electricity, we often discover a prin- 
ciple, and then apply it to a practical end. But in 
banking, and in political economy, generally, we first 
collect our facts, and then ascend from facts to principles. 
Hence, books in which are described the practical opera- 
tions of banking, and the actual results of legislative 
enactments, furnish the materials which enable us to 
arrive at sound principles. 

There are several classes of persons to whom I think 
this book may be more particularly useftd. 

The first class includes those public men who have 
occasion to write or to speak upon our banking institu- 
tions. Statesmen, authors, and reviewers, however cor- 
rect may be their knowledge of banking as a science, 
often ML into mistakes when they attempt to describe its 
practical operations. Although it must be admitted that 
the principles of banking may be well understood without 
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a&y acquaintanoe with details, yet it is equally true that 
if a publio man have acquired a competent degree of 
practical infoiination, his opinions will carry greater weight, 
and he will be less liable "to fall into erroneous conclu- 
sions. They, especially, who are desirous of altering the 
constitution of our banking establishments, should be 
anxious not to weaken the force of their recommendations 
by making misstatements as to matters of fi&ct. The 
public have a right to expect that they who attempt to 
improve a system should be well acquainted with the 
system they attempt to improve. 

The second class are those who are practically engaged 
in banking operations. Those directors of our joint-stock 
banks, who may have been appointed chiefly on accoimt 
of their high character and local influence, may derive 
from this work some practical information, which will 
assist them in the discharge of their official duties. Toung 
men too, who occupy subordinate stations in our banking 
establishments, may here acquire those enlarged views 
that will qualify them for higher appointments. One 
object of the work is to aid the formation of good prac- 
tical bankers. Even to experienced bankers, books on 
banking are useful, not only from the information they 
impart, but from the impressions they produce, and the 
recollections they awaken. In banking, as in morals, we 
often go astray, more from want of firmness than from 
want of knowledge. We have all need to be reminded of 
the importance of a steady adherence to sound principles. 
And the more frequently the right path is pointed out 
to us, the less likely are we to wander into those which 
are forbidden. 

The shareholders in joint-stock banks are a class to 
whom the siibject must be of the deepest interest. Upon 
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the wise administfatioa of their respectiTe banks will 
dspend the amount of their diyidends, and the safety of 
their capital. This book professes to show* in what way 
this wiae administration may be secured. Shareholdera 
may here learn how to judge of the conduct of their, 
directors^ and (what is of no less importance) how to 
r^ulate their own. 

To all persons who ''keep bankers" it must be useful 
to know by what rules bankers manage their businefiB. 
They will thus be able to conduct their account so aa to 
give satisfaction to their banker. And they will be able 
to judge how £ar he may be disposed to grant them such 
assistance as they may occasionally require. A large 
number of persons, especially in London, have not yet 
discovered the advantage of keeping a banker. They 
imagine that banks are merely places in which the opul^it 
deposit their superfluous riches. The perusal of this work 
will be sufficient to show that the. advantages of banking 
are not confined to the wealthy. 

I do not know that I can promise much amusement^ 
except to those who find amusement in the pursuit of 
knowledge. Banking is considered a dry subject. So are 
all subjects until they are imderstood. I think I may say, 
that neither in the matter nor in the style will my readers 
find anything here which they cannot understand. They 
who wish only for such a general acquaintance with bank- 
ing as in the present day every man of education is ex- 
pected to possess, may read the first volume, omitting the 
third, fifth, twelfth, thirteenth, and fourteenth sections^ 
They may then consult their own taste as to whether they 
will read any other portions of the work. Should they do 
no more than this, they will obtain as much knowledge of 
practical banking as they will probably require for the 



purposes of general sodetj, eTen in the ccmipany of 
bankers. 

This book is designed to be useful to the public at 
laige, by circulating that kind of information which, as it 
becomes more widely diffused, will tend to prevent a re- 
enrrence of those evils that have in too many instances 
resulted from the bad administration of some of our bank- 
ing institutions. To give useful information to the public 
has been the aim of this and of all my other works. When 
this book first appeared, there existed no other publication 
that described in detail the interior operations of a bank. 
I am happy to say^ that since that period several valuable 
works of a similar kind have been published. And we are 
now presented monthly, in the Bankers* Magazine, with 
excellent articles on practical banking, written chiefly by 
practical bankers. 

The first edition of this work was published in May, 
1827; the second in January, 1828 ; the third in Decem- 
ber, 1834; and the fourth in October, 1836. In the 
beginning of the year 1847, I determined to publish a 
new edition ; but before I had prepared it for publication 
the pressure came, and Parliamentary Committees were 
appointed to inquire into the causes of the distress. My 
position required that I should make myself acquainted 
with the evidence given before those committees. I wrote 
out my reflections on some portions of this evidence, and 
have embodied them in the present work. Hence one 
caude of the increased size of the book, and of the delay 
which has attended its publication. 

I have been so long known as a writer on banking, and 
my writings have met with so much acceptance, that it is 
not necessary I should enumerate any claims I may be 
supposed to have on public attention. But there is one 
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claim that gathers strength by time — ^that is, experience. 
And in publishing a new edition of a practical work, it 
may not be inappropriate to state, that it is now upwards 
of thirty-six years since I first engaged in the business 
of bankings and I have been above twenty-two years a 
Manager. I am thankful to acknowledge, that during 
those twenty-two years I have not had one unsuccessful 
year. 

J. w. a 

. London, 

July 5th, 1849. 
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TO THE SIXTH EDITION. 



The fifth edition of this work was in two volumes, 
octavo, and was sold to the public at twenty-four shillings. 
The present iedifion is in two volumes, duodecimo, and is 
sold to the public at sixteen shillings. But though pub- 
lished in a smaller form, the work is enlarged. In this 
edition the history and statistics of all the joint-stock 
banks in London are brought down to the present time — 
ad(^tional articles on the laws of the currency are in- 
serted in those sections that refer to the banks of England, 
Scotland, and Ireland — a short iEUXX>imt is given of the 
proceedings of the committee of deputies, from the joint- 
stock banks — the alterations in the laws referring to 
stamps and bills of exchange are noticed — and a number 
of small additions are made in various parts of the work. 
The Acts of Parliament for limiting the liability of 
members of certain joint-stock companies — and for pro- 
viding a more summary mode of enforcing payment d 
bills of exchange and proinissory notes — ai^ published at 
length in the Appendix to the first volume. 

The present time appears to be suitable for the pub- 
lication of a new edition of this work. Besides the classes 
enimierated in the preceding pre&ce, there are others who 
will now probably feel an interest in the Subjects which 
are discussed. They who wish to understand the proceedr 
ings of the Bank of England may be referred to the section 
on " The Administration of the Banking Department of 
the Bank of England." Those who desire a modification 



ZIV FBEFACE. 

of our ciirrency laws, may be referred to the section upon 
" The Administraticb of a Bank under the Act of ISii.** 
They who are engaged in the extension of joint-stock 
banks in London, maj be referred to the section on '^ The 
Administration of Joint-stock Banks, with an Inquiry 
into the Causes of th^ir Failures." Those who desire 
" the administrative reform of our civil service," may be 
referred to the section on '^The Administration of the 
Office." Practical bankers who take a gloomy view of 
future events, may be referred to the section on ''The 
Administration of a Bank during a Season of Pressure.* 
While all classes who have mourned over those sad depar- 
tures from banking and commercial morality which have 
recently come be&^re the public, may be referred to the 
section on '' The Moral and B^gious Duties oi Banking 
Companies." 

There are other topics not unconnected with banking, 
wMch now engage public attention, but which I have 
not brought under the notice c^ my readers on the 
present occasion. The ]^nciples of national finance— 
the comparative merits of loans and taxes as means of 
supply — the ^fifects of the importations of gold from Oali- 
^Dmia and A^istraha-— the decimal curxency-^the causes 
of the fluctuations in the rate of interest in l^e London 
money market^ — the limited liability of shareholders in 
joint-stock banks — the possiUe effects of the' war in 
changing our monetaiy institutions : — these and similar 
topics are highly interesting to hoik scientific and practicikl 
bankers ; but they seemed to me to be not so appropriate 
to the present work as to a future edition of my ^ His- 
tory and PrinoipleB of Bank]xig"^^-a work that has for 
acme time been out of print. 

liOVLOV, 

Deombir 1, 1855. 
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SECTION L 

THE NATURE OF BANKING. 



** What is it that we call a Banker ? There is in this 
city a company or corporation, called goldsmiths, and 
most of those called bankers are of that corporation ; but 
so far as I know, there is not a company or corporation in 
England called bankers, nor has the business agy defi- 
nition or description either by common law or by statute. 
By custom we call a man a banker who has an open shop, 
with proper counters, servants, and books, for receiving 
other people's money, in order to keep it safe, and return 
it upon demand ; and when any man has opened such a 
shop, we caU him a banker, without inquiring whether 
any man has given him money to keep or no ; for this is 
a trade where no apprenticeship is required, it having 
never yet been supposed that a man who sets up the trade 
of banking, could be sued upon the statute of Queen 
Elizabeth, which enacts, that none shall use any art or 
mystery then used, but such as have served an apprentice- 
ship in the same."* 

The term Bank is derived from banco, the Italian word 
for Bench, as the Lombard Jews in Italy kept bendies in * 
the market-place, where they exchanged money and bills. 

• Speech, delivered in the House of Commons, in \74ft.— %ca X2da \AXL^<y&. 
Magazine for that year, page 120. 

VOL. I. B 



2 A PRACTICAL TREATISE 

When a banker failed, his bench was broken by the 
populace ; and from this circumstance we have our term 
bankrupt 

A banker is a dealer in capital, or more properly a 
dealer in money. He is an intermediate party between 
the botTOwer and the lender. He borrows of one party, 
and lends to another j and the difference between the 
terms at which he borrows and those at which he lends, 
forms the source of his profit. By this means he draws 
into active operation those small sums of money which 
were previously unproductive in the hands of private indi- 
viduals I and at the same time furnishes accommodation 
to those who have need of additional capital to carry on 
their commercial transactions. 

Banks have been divided into private and public. A 
private bank is that in which there are but few partners, 
and these attend personally to its management. A public 
bank is that in which there are numerous partners, and 
they elect jBrom their own body a certain number, who are 
entrusted with its management. The latter are usually 
called Joint-stock banks. 

The business of banking consists chiefly in receiving 
deposits of money, upon which interest may or may not 
be allowed ; — in making advances of money, principally 
in the way of discounting bills; — ^and in effecting the 
transmission of money from one place to another. Private 
banks in metropolitan cities are usually the agents of the 
banks in the provinces, and charge a commission on their 
transactions. In making payments many country banks 
issue their own notes. 

The disposable means of a bank consist of — First, the 
capital paid down by the partners, or shareholders. Se- 
condly, the amount of money lodged by their customers. 
Thirdly, the amount of notes they are able to keep out in 
circulation. Fourthly, the amount of money in the course 
of transmission — that is, money they have received, and 
are to re-pay, in some distant place, at a future time. 

These disposable means are employed — First, in dis- 
counting bills. Secondly, in advances of money in the 
form of cash credits, loans, or overdrawn accounts. Thirdly, 
in the purchase of government or other securitie& Fourthly, 
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a part is kept in the banker's till, to meet the current 
demands. Of these four ways of employing the capital of 
a bank, three are productive, and one is improductive. 
The discounting of bills yields interest — ^the loans, and the 
cash credits, and the overdrawn accounts, yield interest — 
the government securities yield intent — the money in the 
till yields no interest 

The expenses of a bank may be classified thus : rent, 
taxes, and repairs of the house in which the business is 
carried on; salaries of the officers; stationer's bill for 
books^ paper, notes, stamps, &c, ; incidental expenses, as 
postages, coals, &o. 

The profits of a bank are that portion of its total 
receipts — ^including discount, interest, dividends, and com- 
mission—which exceeds the. amount of the expenses. 



SECTION II. 

THE UTILITY OP BANKING. 

In the first place, banks are useful as places of security 
for the deposit of money. The circumstance which gave 
rise to the business of banking in this country, was a 
desire on the part of the merchants of London to obtain 
a place where they might lodge their money in security. 
Every one who has had the care of large sums of money, 
knows the anxiety which attends their custody. A per- 
son in this case must either take care of his money 
himself, or trust it to his servants. If he take care of 
it himself, he will often be put to inconvenience, and will 
have to deny himself holidays and comforts, of which 
a man who is possessed of much money would not like to 
be deprived. 

If he entrust it to others, he must depend upon their 
honesty and their ability. And, although in many impor- 
tant cases a master is compelled to do this, yet he does 
not feel the same satisfaction as if the money was actually 
under his own care. Some instances of neglect, ot ^*l ^^- 
honesty, will necessarily occur, and t\ieae ^\Sl Qccastfya. 

B 2 
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suspicion in reference to other parties against T?hom no 
suspicion ought to be entertained. Besides, in both these 
cases the money is lodged under the owner's own roof, 
and is subject to thieves, to fire, and to other contin- 
gencies, against which it is not always easy to guard. 

All these evils are obviated by means of banking. The 
owner of money need neither take the charge of it him- 
self, nor trust to his dependents. He can place it in the 
hands of his bankers. They are wealthy men, and are 
responsible to him for the amount. If they are robbed, 
it is no loss to him : they are pledged to restore to him 
the amount of his deposit when he shall require it. 
Whenever he wants money he has only to write an order, 
or' draft, upon his banker, and the person to whom he is 
indebted takes the draft to the bank, and without any 
hesitation or delay receives the money. 

2. The bankers allow interest for money placed in their 
hands. 

By means of banking, the vaiious small sums of money 
which would have remained unproductive in the hands of 
individuals, are collected into large amounts in the hands 
of the bankers, who employ it in granting facilities to 
trade and commerce. Thus banking increases the pro- 
ductive capital of the nation. At the origin of banking, 
** the new-fashioned bankers," as they were called, allowed 
a certain rate of interest for money placed in their hands. 
The banks of Scotland carry this practice to the greatest 
extent, as they receive upon interest so low an amount as 
ten pounds ; and also allow interest on the balance of a 
running account. Many of the coimtry bankers in England 
allow interest on the balance of a rtmning account, and 
charge commission on the amount of the money with- 
drawn. The London bankers generally do not allow 
interest on deposit, but neither do they charge commis- 
sion. All their profits are derived fi-om the use of their^ 
customers* money. The banks of Scotland do not charge 
commission, although they allow interest on deposits; but 
then those banks have a profit by the issue of their notes. 
The London bankers do not issue notes. 

3. Another advantage conferred upon society by bankers 
is, that they make advances to persons who want to borrow 
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money. These advances are made — ^by discounting-bills 
— upon personal security— upon the joint security of the 
borrower, and two or three of his friends — and some- 
times upon mortgage. Persons engaged in trade and 
commerce are thus enabled to augment their capital, and 
consequently their wealth. The increase of money in cir- 
culation, stimulates production. When bankers are com- 
pelled to withhold their usual accommodation, both the 
commercial and the agricultural interests are plunged in 
extreme distress. The great advantage arising to a neigh- 
bourhood from the establishment of a bank, is derived 
mainly from the additional supplies of money advanced in 
the form of loans, or discounts, to the inhabitants of the 
place. This principle is so well understood in Scotland, 
that branch banks are sometimes established in poor dis- 
tricts, with a view of obtaining a future profit from the 
prosperity which the bank will introduce.* 

4. Another benefit derived from bankers is, that they 
transmit money from one part of the coimtry to another* 

There is scarcely a person in business who has not occa- 
sion sometimes to send money to a distai>t town. But 
how is this to be done? He cannot send a messenger 
with it on purpose — that would be too expensive. He 
cannot send it by post — that would be too hazardous. 
Besides, the sum may be some fraction of a pound, and 
then it cannot go by post. The post, too, takes a con- 
siderable time, as three letters at least must pass on the 
transaction. If he live in London he may obtain a bank 
post bill, but he cannot obtain that in the country : and 
he may not be able to obtain it in London for the exact 
sum he wants. How, then, is the money to be sent ? 

Every coimtry banker opens an account with a London 
banker. I^ then, a .person lives at Penzance, and wants 
to send a sum of money to Aberdeen, he will pay the 
money into the Penzance bank, and his friend will receive 
it of the Aberdeen bank. The whole transaction is this : 
the Penzance bank will direct their agent in London to 
pay the money to the London agent of the Aberdeen 
hmk, who will be duly advised of the payment. A small 

* Evidence before the Select Committee of the House of Commona^^^xw^CcA 
Abolition of Small Notes, p. 43. 
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comiuission charged by the Penzance bank, and the post- 
ages, constitute all the expenses incurred, and there is not 
the least risk of loss. 

Commercial travellers, who go collecting money, derive 
great advantage from the banks. Instead of carrying 
with them, throughout the whole of their journey, all the 
money they have received, whed perhaps it may be wanted 
at home, they pay it into a bank, by whom it is remitted 
with the greatest security, and at little expense j and they 
are thus delivered from an incumbrance which would have 
occasioned great care and anxiety. 

5. Wherever a bank is established, the public are able 
to obtain that denomination of currency which is best 
adapted for carrying on ^e commercial operations of the 
place. In a town which has no bank, a person may have 
occasion to use small notes, and have none but large ones; 
and at other times he may have need of large notes, and 
not be able to obtain them. But where a bank is esta- 
blished there can be no difficulty of this kind. The banks 
issue that description of notes which the receivers may 
require, and are always ready to exchange them for others 
of a diflferent denomination. Banks, too, usually supply 
their customers and the neighbourhood with silver; and 
if, on the other hand, silver diould be too abundant, the 
banks will receive it, either as a deposit, or in exchange 
for their notes. Hence, where banks are established, it 
is easy to obtain change. This is very convenient to those 
who have to pay large sums in wages, or who purchase in 
small amounts the commodities in which they trade. 

6. By means of banking there is a great saving of time 
in making money transactions. 

How much longer time does it take to count out a sum 
of money in pounds, shillings, and pence, than it does to 
write a draft. And how much less trouble is it to receive 
a draft in payment of a debt, and then to pay it into the 
banker's, thaii it is to receive a sum of money in currency. 
What inconveniences would arise from the necessity of 
weighing sovereigns. What a loss of time from disputes 
as to the goodness or badness of particular pieces of 
money. 

Besides the loss of time that must necessarily occur on 
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every transaction, we must also reckon the loss which 
every merchant or tradesman, in an extensive line of busi- 
ness, wotdd certainly sustain in the course of a year from 
receiving counterfeit or deficient coin, or for^ notes. 
From all this risk he is exempt by keeping a banker. If 
he receive payment of a debt, it is in the form of a draft 
upon his customer's banker. He pays it into his own 
banker's, and no coin or bank notes pass through his 
hands. If he draws bills, those bills are presented by 
his banker : and if his banker take bad money it is ms 
own loss. 

7. A merchant or tradesman who keeps a banker, saves 
the trouble and expense of presenting those bills or drafts 
which he may driaw upon his customers, or which he may 
receive in exchange for his goods. He pays these into 
the hands of his banker, and has no further trouble. He 
has now no care about the custody of his bills — no anxiety 
about their being stolen — no danger of foigetting them 
until they are over-due, and thus exonerating the in- 
dorsers — ^no trouble of sending to a distance in order to 
demand payment. He has nothing more to do than to 
see the amount entered to his credit ii;i his banker's booka 
If a bill be not paid it is brought back io him on the day 
after it falls due, properly noted. The banker's clerk and 
the notary's clerk are witnesses ready to come forward to 
prove ' that the bill has been duly presented, and the 
notary's ticket attached to the bill assigns the reason why 
it is not paid. But if any indorser of the bill has given 
a reference in case of need — ^that is, if any indorser has 
written on the back of the bill that some other party will 
pay it in case the accepter does not, then the notary takes 
the bill to the referee, and procures the money from him. 

This circumstance alone must cause an immense saving 
of expense to a mercantile house in the course of a year. 
Let us suppose that a merchant has only two bills due 
each day. ^ These bills may be payable in distant parts of 
the town, so that it may take a clerk half a day to present 
them. And in large mercantile establishments it would 
take up the whole time of one or two clerks to preset)^ 
the due bills and the drafts. The salaries of these clerks 
are therefore saved by keeping an account at a b^cckssf ^. 
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Besides the saving of expense, it is also reasonable to sup- 
pose that Iqsses upon bills would sometimes occur from 
mistakes, or oversights — ^from miscalculation as to the 
time a bill would become due — from errors in marking it 
up— from forgetfulness to present it — or from presenting 
it at the wrong house. In these cases the indorsers and 
the drawers are exonerated; and if the accepter do not 
pay the bill the amount is lost. In a banking-house such 
mistakes are not so likely to occur, though they do occuc 
sometimes; but the loss falls upon the banker, and not 
upon his customer. 

8. Another advantage from keeping a banker in Lon- 
don, is, that by this means you have a continual referee 
as to your respectability. If a mercantile house in the 
country write to their agent, to ascertain the respectability 
of a firm in London, the first inquiry is. Who is their 
banker? And when this is ascertained, the banker is 
applied to through the proper channel, and he gives his 
testimony as to the respectability of his customer. When 
a trader gives his bill, it circulates through the hands of 
many individuals to whom he is personally unknown; but 
if the bill is made payable at a banking-house, it bears on 
its &ce a reference to a party to whom the accepter is 
known, and who must have some knowledge of his charac- 
ter as a tradesman. This may be an immense advantage 
to a man in business, as a means of increasing his credit; 
and credit, Dr. Franklin says, is money. 

9. The keeping an account at a banking-house, enables 
a trader not only to give a constant reference as to his 
own respectability, but it also enables him to ascertain 
the respectability of other persons who keep bankers. 
There are numerous cases in which a trader may wish to 
know this. A stranger may bring him a bill, and want 
goods in exchange : or he may have drawn a bill upon a 
customer, and wishes to ascertain if this bill would be 
paid before he gave him any further credit. If this bill is 
not made payable at a banking-house, he can obtain no 
information. But suppose the bill is made payable at a 
banking-house ; even then he can obtain no information, 
unless he himself has a banker. If he take the bill to the 
2)anker*s, at whose house it is made payable^ and say. 
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'^ Grentlemen, I will thank you to inform me if the accepter 
of this bill be a respectable man — May I safely giye goods 
or money in exchange for it I" They will reply, " Sir, we 
never answer such questions to strangers.'' But if the 
holder of this bill keeps an account at a banker's, he has 
only to ask his banker to make the inquiry f<Mr him, and 
he will easily obtain the most ample information. Among 
nearly all liie bankers in London, the practice is esta- 
blished of giving information to each other as to the 
respectability of their customers. For as the bankers 
themselves are the greatest discounters of bills, it is their 
interest to follow this practice; and indeed the interest 
of their customers also, of those at least who are re- 
spectable. 

10. By means of banking, people are able to preserve an 
authentic record of 'their annual expenditure.*^ If a person- 
pays in to his banker all the money he receives in the- 
course of a year, and makes all his payments by cheques — 
then by looking over his bank-book at the end of the 
year he will readily see the total amount of hi& receipts, 
and the various items of his expenditure. This is very 
useful to persons who have not habits of business, and 
who may therefore be in danger of living beyond their 
means. It is useless to advise such persons to keep an 
account of their expenses — they will do no such thing; 
but when short of money at Christmas to pay their trades- 
men's bills, they may take the trouble of looking over 
their bank-book, and noticing how many cheques were 
drawn for the purchase of unnecessary articles. A bank 
account is useful also in case of disputed payments. People 
do not always take receipts for money they pay to their 
tradesmen, and when they do the receipts may become 
lost or mislaid. In case of death or of omission to enter 
the amount in the creditor's books, the money may be 
demanded again.' Should the payment have been made 
in bank notes or sovereigns, the payer can offer no legal 
proof of having settled the account; but if the account 
was discharged by a cheque on a banker, the cheque can 

* In the year 1849 a committee of investigation into the afiair& of a railwiqp. 
company reported that the Company had kept no books fbr eighteen monthft^ 
and knew their transactions only from their banker's pass-book. 

B 3 
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be produced, and the payment proved by the officers of 
the bank, who can be subpcsnaed for that purpose. 

11. Another advantage resulting from keeping a- banker 
in London, is, that the party has a secure place of deposit 
for any deeds, papers, or other property that may require 
peculiar care. Any customer who pleases may have a tia 
box, which he may leave with his banker in the evening,, 
and call foi: it in the morning. In this box he might 
place his will, the lease of his house, policies of insurance, 
or any other documents he wished to preserve against fire. 
Stock-brokers and others who have offices in the city, and 
live out of town, have such boxes, which they leave over- 
night with their banker for the sake of security, in prefer- 
ence to leaving them in their own office. If a party were 
going to the country he might send his plate or jewellery 
to his banker, who will lock it up in his strong room,, 
and thus it will be preserved from fire and thieves until 
his return. Solicitors and others, who have deeds or 
other writings of importance left in their custody, can 
send them to the bank during the night, and thus avoid 
the danger of fire. 

12. By keeping a banker, people have a ready channel 
of obtaining much information that will be useful to them 
in the way of their business. They will know the way in 
which bankers keep their accounts; they will learn many 
of the laws and customs relating to bills of exchange. By 
asking the banker, or any of the clerks, they may know 
which is the readiest way of remitting any money they 
have to send to any part of the country or to the con- 
tinent. If they have to buy or sell any stock in the 
public funds, the banker can give them the name of a 
respectable broker who can manage the business; or 
should they be about to travel, and wish to know the best 
way of receiving money abroad ; or be appointed executors 
to a will, and have to settle some money matters— the 
banker will in these, and many other cases, be able to 
give them the necessary information. 

13. Banking also exercises a powerful influence upon 
the morals of society. It tends to produce honesty and 
punctuality in pecuniary engagements. Bankers, for their 
own interest, always have a regard to the moral character 
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of the party with whom they deal ; they mquire whether 
he be honest or tricky, industrious or idle, prudent or 
speculative, thrifty or prodigal, and they will more readily 
make advances to a man of moderate property and good 
morals, than to a man of large property but of inferior 
reputation. Thus the establishment of a bank in any 
place immediately advances the pecuniary value of a good . 
moral character. There are numerous instances of persons 
having arisen from obscurity to wealth only by means 
of their moral character, and the confidence which that 
character produced in the mind of their banker. It is 
not merely by way of loan or discount that a banker 
serves such a person. He also speaks well of him to those 
persons who may make inquiries respectilig him : and the 
banker's good opinion will be the means of procuring him 
a higher degree of credit with the parties with whom he 
trades. These effects are easily perceivable in coimtry 
tovms; and even in London if a house be known to have 
engaged in gambling or smuggling transactions, or in any 
other way to have acted discreditably, their bills will be 
taken by the bankers less readily than those of an honour- 
able house of inferior property. 

It is thus that bankers perform the fiitictions of public 
conservators of the commercial virtues. From motives of 
private interest they encourage the industrious, the pru- 
dent, the punctual, and the honest — while they discoun- 
tenance the spendthrift and the gambler, the liar and the 
knave. They hold out inducements to uprightness, which 
are not disregarded by even the most abandoned. There 
is many a man who would be deterred from dishonesty 
by the frowU of a banker, though he might care but little 
for the admonitions of a bishop. 
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SECTION III. 
BANKING TERMS. 

Query I. — Is the word Bank a singular or a plural 
noun? 

The word Bane, being a noun of multitude, may have 
verbs and pronouns agreeing with it in either the sin- 
gular or the plural number, yet not without regard to the 
import of the term as conveying unity or plurality of 
idea. In the use of this term the following rules are 
usually observed : — 

1. When any operation or feeling of the mind is 
ascribed to a bank, the verbs and pronouns are placed 
in the plural — as, " The bank were anxiotis to meet the 
wishes of the public." " The bank have concurred in the 
measure proposed." "Are you one of the persons who 
tried the question with the Bank of Ireland, whether 
they conceived themselves bound to pay in gold at their 
branches?" "The Bank of England petitioned against 
this bill, and were heard by their Counsel; but their repre- 
sentations produced no effect, and the bill having passed 
through both Houses, received the Royal assent." The 
following examples, wherein mental operations are as- 
cribed to a neuter pronoun, are violations of this rule : 
'^The bank allows the party having the cash credit to 
liquidate any portion of his debt to tiie bank at any time 
that may suit his convenience, and reserves to itself the 
power of canceUing, whenever it shall think JU, the credit 
granted." " It is usual for the bank when it gives a cash 
credit to keep a watchful eye over the person having that 
cash credit." 

2. When a reference is made to a bank merely as au 
institution, the term is considered to belong to the sin- 
gular — as, "The Bank of Scotland continued the only 
bank from the date of its establishment, in 1695, to the 
year 1727. In that year a charter of incorporation was 
granted to certain individuals named therein, for carrying 
on the business of banking, imder the name of the Royal 
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Bank; and subsequent charters were granted to this 
establishment, enlarging its capital, which now amounts 
to one million and a half." *^The National Bank of 
Scotland has 1,238 partners." "If this measure be car- 
ried into efifecl^ the Provincial Bank must instantly be 
deprived of any sufficient means of reimbursing itself for 
the heavy expense to which it has been subject" " Has 
your bank an establishment at Kirkcudbright?" "The 
Bank of England has the control of its issues entirely 
within itself.** 

3. When we notice the rules or habitual acts of a 
bank, the word. belongs to the singular — ^as, "The Pro- 
vincial Bank allows interest at the rate of two per cent." 
" The bank draws bills upon London at twenty-one days 
after date." " The bank discounts bills at the rate of four 
per cent." " The bank issties notes payable in gold at 
the place of issue." "The London and Westminster 
grants interest upon deposits — it does not allow its officers 
to receive Christmas presents from its customers." In 
reference to cases that &J1 under this rule, there is, how- 
ever, some contrariety of practice : " Do the Provincial 
Bank issue post bills ? Thei/ do not" " Have the Bank 
of Ireland at their branch in Cork been in the habit of 
receiving gold to any amount in payments 1" " Have the 
Bank of Ireland any deposits at the Cork branch ? Do 
you know how their not^ get into circulation 1 Do tliey 
pay any interest on their deposits? They have a great 
quantity of notes in circulation^ — have they not 9" 

4. When the word bank is connected with a past par- 
ticiple by means of the neuter verb to he^ it usually be- 
longs to the singular — as, " I am a director of the Bank 
of Scotland, which is established by Act of Parliament ; it 
does not hold a charter from the Crown, but in common 
language it is called a chartered bank." " Suppose a bank 
was enabled to take 6 per cent, on a cash credit, instead 
of 4." " The Falkirk Union Banking Company has been 
returned to this house, as sequestrated in the month of 
October, 1816." "A new bank was constituted as a fimd, 
upon which the sum of 2,564,000Z. should be raised, and 
it was called the Land Bank, because established on land 
securities." 
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5. When the word bank is preceded by the inde^td 
article, a, an — ^by the demonstrative pronoun, this, ihadtr — 
or by the words mcA, any, every, one — ^it belongs td the 
singular ; as/'' Do you not think that a bank that m pos- 
sessed of a capital of one million, may and will do mord 
business than a bank that ts only possessed of half a 
million V " In a moment of pressure, an emergency like 
the present, ikat bank would get into great disrepute who 
called up any one of iU cash credits." " What is the 
amount of the small note circulation in thai bank, as con- 
nected with its whole circulation ?" " Ea^h bank his an 
interest to issue as much of the small note circulation as 
iJt can ? — Certainly it has, provided the small notes can be 
kept out ; but, as every 'bank rnakes an exchange at Glas- 
gow twice every week, and the exchanges of each bank 
come back upon itself, and the balance is paid by a draft 
on Edinburgh at sight," ko, " I believe almost every 
bank in Scotland has an agent in Glasgow." " Suppose 
one bank in Scotland made its notes payable in Scotland, 
at the place where the notes were issued." " Is there any 
bank in Cork now that issiies notes V* 

6. When the word bank is introduced in either the 
singular or the plural number, the same number should 
be preserved throughout the sentence. Hence, the fol- 
lowing sentence of Smollett's is inaccurate : " By the same 
acts the bank was required to advance a sum not exceed- 
ing 2,500>000^. towards discharging the national debt, if 
wanted, on condition that thet/ should have 51. per cent, 
for as much as they might advance, redeemed by Pai:- 
liament." 

7. When the word bank is used in the singular number, 
it is considered as a substantive of the neuter gender, and 
hence is associated with the relative pronoun, which ; but 
when used in the plural number, it implies the idea of per- 
sons, and has accordingly the personsd relative, who ; as, 
" The bank with which he kept his account has stopped 
payment ;" or, " The bank with whom he kept his account 
Juive stopped payment." " The bank, wJiose interests are 
affected by the proposed measure, have petitioned against 
it." " The bank upon whom the cheque was drawn have 
refused to honour it." The following sentence is not in 
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acdordanoe tdth this rule : '* In a moment of pressure, an 
emeigencylike the present^ that bank would get into great 
disrepute who called up any of Us cash credits." 

I have not observed that any Englidi writer, except 
Mr. M'CuUoch, considered a bank to be a lady ; and tMs 
is only in the case of an Irish bimk. Under the article 
'' Banking," in his Commercial Dictionary, he says, '' The 
Bank of Ireland draws on London, at twenty days* date. 
She neither grants cash credits, nor allows any intetest on 
deposits ; she discounts at the rate of 51, "per cent." This 
mode of expression is, however, very common with Ame- 
rican writers.* 

II. Should we write accepter or acceptor of a bill of 
exchange ? The name of the agent to any verb is usually 
formed, in our language, by the addition of r (Mr er to the 
verb; as, indorser, talker, walker, speaker. What reason, 
then, can be assigned why, in the present case, we should 
depart from the analogy of the language 1 We do not say, 
the drawer, the holder, the payor of a bill; why then 
should we say the acceptor? When we speak of the 
accepter of a bill, why ^ould we not spell the word in 
the same way as when we speak of the accepter of a pre- 
sent, or of a fee ? Yet all our English legal authors write, 
acceptor : " A person who accepts for honour, is only 
liable if the original drawee do not pay ; and to charge 
such acceptor, there must be a presentment for payment 
to such original drawee." — Bayley, "A foreign bill is 
binding in this country on the acceptor, though he ac- 
cepted by parol, or by writing unconnected with the 
instrument." — Chitty, "Where the acceptor of a forged 
bill pays it, and is guilty of any negligence, or want of 
due caution in ms^ing such payment, he cannot recover 
the money so paid, from the innocent party to whom he 
paid it." — Roscoe, Scotch authors, however, write accepter. 
" An English inland bill has generally three parties to it 
— ^the drawer, accepter, and payee ; whereas, in Scotland, 
most of the inland biUs have, at first, but two parties, the 
drawer and the accepter; and they are made payable to 
the drawer or his order." f 

* It hat novr become more comnlon Adth Engluh writers, especially with 
reference to the Bank of England. 1849. 
t Sec Glen on the Law of Bills of Exchange in Scotland. 
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III. Should we write indorse or endorse f Indorse is 
derived direct from the Latin, in dorsum, on the back. 
^Indorse is derived from the I^tln, through the French, 
endosser. In such cases, most writers adopt the Latin 
mode of spelling, in preference to the French, as indorse, 
inquire, intire ; not endorse, enquire, entire. All legal 
authors write indorse. " A promise to indorse, though on 
sufficient consideration, cannot be treated as an actual 
indorsement*' — Bayley. " The liability of the imdorser is 
discharged by want of notice, as in the case of the 
drawer." — Roscoe. "A person who draws or indorses a 
bill, or indorses a note for the accommodation of the 
acceptor or maker, or payee, or prior indorsers, has, on 
paying the instrument, a remedy over thereon against the 
acceptor or makei; or prior party." — Chitty, " A drawer 
or indorser cannot, in the character of indorsee, maintain 
an action against the accepter, where the indorsement is 
after the reftisal of payment." — Glen, 

IV. Should we say indorsement or indorsation ? In 
England we always use the word indorsement. " No par- 
ticular words are essential to an indorsement; the mere 
signature of the indorser is, in general, sufficient." — 
Bayley, " The iiidorsement may be upon the face, or at 
the back of the bill." — Chitty, " An attesting witness to 
an indorsement is necessary, when the bill is for a less sum 
than 5^." — Chitty, In Scotland the term more generally 
used is indorsation. " If a bill or note be granted to a 
woman while single, and she afterwards marry, the right 
to transfer it by indorsation would vest in the husband." 
'^ After a bill has been paid no indorsation can take place, 
so as to aflfect the accepter, or any of the parties who 
would otherwise be discharged." — Glen, The word in- 
dorsement is also used in Scotland, though more rarely. 
Both words appear to have precisely the same meaning. 
" An indorsation is made, either by the indorser's writing, 
and subscribing an order to pay the contents of the bill 
to some particular person mentioned by name, which is 
styled a full indorsement, or by merely signing his name 
on the bill, and delivering it to the indorsee, or person to 
whom it is indorsed, which is termed a blank indorsation,** 
— Glen, *' A fictitious indorsement to a bill is a forgery ; 
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such indorsation is clearly giving it a fiJse credit.*^ — 
Glen, 

V. Should we say the presentment or the presentation of 
a bill of exchange? All writers agree in using present- 
ment. '' If upon the presentment of the bill for accept- 
ance to the drawee, he refuse or neglect to accept it, Uie 
drawer is immediately responsible to the holder, although 
the bill has not become due according to its tenor." — 
ChUty. " If the bill be payable after sight, and the 
drawee detain it some days without declaring his inten- 
tion to accept, and afterwards incline to do so, the accept- 
ance must be from the date of the first presentment** — 
Glen. " Presentynent for payment must be made by the 
holder of the bill, or by an agent competent to give a 
legal receipt for the money." — Glen. " Upon a present- 
ment for acceptance, the bill should be left with the drawee 
twenty-four hours, imless in the interim he either accept, 
or declare a resolution not to accept. But a bill or note 
must not be left (unless it be paid) on a presentment for 
payment ; if it be, the presentment is not considered as 
made, until the money is called for." — Bayley. 

VI. Should we write draught or draft ? This word is 
derived from the verb to draw^ and probably was originally 
written and pronounced drawght. But custom, which is 
the law of language, has changed both the pronunciatioa 
and the spelling to draft. In the former editions of this 
work, I mentioned that Mr. Justice Bayley had always 
spelled this word draught ; but in a recent edition of his 
work, since published, I find that draught has been 
changed to draft. 

VII. Should we write check or cheque ? Tliis word is 
derived from the French, echecs, chess. The chequers 
placed at the doors of public-houses, are intended to 
represent chess-boards, and originally denoted that the 
game of chess was played in those houses. Similar tables 
were employed in reckoning money, and hence came the 
expression — to check an account; and the Groverument 
Office, where the public accoimts were kept, was called 
the Exchequer. It probably obtained this name from the 
French exchiquier, a chess-board, though Blackstone states 
that this court was called the exchequer^ from th^ 
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chequereci cloth which covered the table. Of ,the two 
forms of writing this word, check and cheque, the la,tter 
seems preferable, as it is free from ambiguity, and is 
analogous to ex-ghsqueb, the public treasury. It is also 
used by the Bank of England, " Chkqub-Opfice." In 
Bayley both forms are employed. "A cheque upon a 
banker was lost, and paid to a stranger the day before it 
bore date : the banker was obliged to repay the money to 
the loser." " By the usage of trade, a banker in London 
wiU not render himself responsible by retaining a check 
drawn on him, provided he return it at any time beiEbre 
five o'clock on the evening of the day in which it was 
drawn." 



SECTtON IV. 

THE OENEBAL administration OF A BANK. 

To be a good banker requires some intellectual and 
some moral qualifications. A banker need not be a man 
of talent, but he should be a man of wisdom. Talent, in 
the sense in which the word is ordinarily used, implies a 
strong development of some one feculty of the mind. 
Wisdom implies the due proportion of all the faculties. 
A banker need not be a poet or a philosopher — a man of 
science or of literature — ^an orator or a statesman. He 
need not possess any one remarkable quality by which he 
is distinguished &om the rest of mankind. H6 will pos- 
sibly be a better banker without any of these distinctions. 
It is only necessary that he should possess a large portion 
of that practical quahty which is called common sense. 
Banking talent (Using the word talevt here in the sense of 
adaptation of character to any particular pursuit) consists 
more in the union of a number of qualities, not in them- 
selves individually of a striking character, but rai'e only 
in their combination in the same person. It is a mistake 
to suppose that banking is such a routine employment 
that it requires iieither knowledge nor skill. The number 
of banks that have &.iled within the last fifty years are 
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sufficient to show, that to be a good banker requires quali- 
ties as rare and as important as those which are necessary 
to attain eminence in any other pursuit. The dealer in 
money exercises intellectual faculties of a high order, and 
of great yalue to the community. His profession has a 
powerful bearing on the practical happiness of mankind. 

" The philosophy which affects to teadi us a contempt of money, 
does not run very deep ; for, indeed, it oiight to be stiU more dear 
to the philosooher than it is to the ordinary man, that there are 
few thinofs in tne world of greater importance. And so mimifold 
are the bearings of money upon the byes and characters of man- 
kind, that an insight Which snould search out the life of a man in 
his pecuniary relations, would penetrate into almost every cranny 
of his nature. He who knows, like St. Paul, both how to spare 
and how to abound, has a great knowled^ : for if we take account 
of all the virtues with which money is mixed up — honesty, justice, 
generosity, charity, frugality, forethought, self-sacrifice, — and of 
tneir correlative vices — it is a knowledge which ^oes near to cover 
the length and breadth of humanity : and a right measure and 
manner in getting, saying, spending, giving, taking, lendiug, bor- 
rowing, and bequeathing, would almost argue a perfect man." * 

But though wisdom— -or, in other words, a high degree 
of common sense— ^ does not imply the possession of any 
remarkable talent, (the undue development of any one 
faculty,) it always implies the absence of any remarkable 
defect. One great defect in a banker is a want of deci- 
sion. A banker ought to know how to balance the evi- 
dence on each side of a question, and to arrive speedily at 
a just conclusion. 

" Indecisiveness will be, ceteris paribus, most pernicious in 
affairs which require secrecy., 1st, because the greatest aid to 
secrecy is celerity. 2nd, Because the undecided man, seeking 
after various counsel, necessarily multiplies confidences. The 
pretext for indecisiveness is commonly mature deliberation; but 
m reality, indecisive men occupy themselves less in deliberation 
than others ; for to him who fears to decide, deliberation (which 
has a foretaste of that fear) soon becomes intolerably irksome, 
and the mind escapes from the anxiety of it into alien themes. 
Or, if that seems too open a dereliction of its task, it gives itself 
to inventing reasons of postponement. And the man who has 
confirmed habits of indecisiveness, will come in time to look 
upon postponement as the first object in all cases, and wherever 

* Taylor's Notes on Life. 
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it seems to be practicable, will bend all his faculties to accom- 
plish it."* 

Another defect is a want of firmness. A banker having, 
after a mature consideration, made up his mind, should 
be capable of a strict adherence to his previous deter- 
mination : he should know when to say, No ; and having 
once said No, he should adhere to it. 

Another defect is a hasty or impetuous temper. 

" He that answereth a matter before he heareth it, it is folly 
and shame unto him." " He that is slow to wrath is of great 
understanding, but he that is hasty of spirit exalteth folly." 
*' A wise man will hear, and will increase learning ; and a man of 
understanding shall attain unto wise counsels." f 

Another defect is that of being swayed by any personal 
or constitutional prepossession. Almost every man — ^not 
excepting even the banker — has a sin by which he is most 
easily beset; a constitutional defect, against which it is 
necessary he should be upon his guanl. 

It is a great advantage to a banker, and indeed to every 
one else, to know himself He should know wherein he 
excels, and wherein he is deficient. He ought to know 
whether he is disposed from his temperament to be exces- 
sively cautious, or excessively liberal — whether his man- 
ners are courteous or abrupt — whether he is apt to view 
matters on their gloomy or on their bright side — ^whether 
social intercourse renders him more or less fit for his 
official engagements — ^whether the presents and civilities 
he receives from his customers do, or do not, afiect his 
transactions with them in matters of business. When he 
has made a loss, he should examine whether the loss was 
occasioned by the ordinary operation of events, or pro- 
duced by any little weaknesses of his own character.* He 
should record all those instances in which he has shown 
a want of firmness, of discretion, of discrimination, or 
of perseverance j and should guard in future against the 
exhibition of any similar defect : 

" Man, know thyself; all wisdom centres there." 

* Taylor's Statesman.— I would advise all bankers, and all other peisons at 
the head of large establishments, to read this little work, 
t Proverbs of Solomon. 
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But while a banker should make himself acquainted 
with his own defects, he ought not to let his customers 
become acquainted with them. All wise men know their 
own defects ; none but fools publish them. Crafty men, 
who often have occasion to borrow money, are quick in 
perceiving the weaknesses of their banker. And if they 
find that by coaxing, or flattering, or gossiping, or bribing, 
or threatening, they^ can influence his conduct, he wUl 
always be at their mercy. On this account it is, perhaps, 
advisable that a banker should not have too much social 
intercourse with those of his customers who have occasion 
to ask him for any large amount of accommodation. 

Wisdom implies prudence and discretion, and these 
should regulate the whole conduct of a banker, not merely 
when engaged in banking transactions, but at all other 
times. We may apply to a banker the language we have 
elsewhere applied to a merchant : 

" The amusements of a merchant should correspond with his 
character. He should never engage in those recreations which 
partake of the nature of gambling, and but seldom in those of a 
frivolous description. A judge is nut always on the bench, 
a clergyman is not always in the pulpit, nor is a merchant always 
on 'change ; but each is expected at all times to abstain from any 
amusements which are not consistent with his professional cha- 
racter. The credit of a merchant depends not merely on his 
wealth, but also upon the opinion p:enerally entertained of his 
personal qualities ; and he should cultivate a reputation for pru- 
dence andf propriety of conduct, as part of his stock in trade. * 

A banker should have a talent for selecting suitable 
instruments. He ought not only to know himself, he 
ought also to have a capacity for knowing others. He 
should know how to chpose proper clerks for the discharge 
of the duties of the office. He should know also what 
parties to employ to procure him confidential information 
as to the character and circumstances of commercial 
houses, or of individuals. He should know how to choose 
his partners or coadjutors; and should endeavour to select 
those who possess qualifications in which he is himself 
deficient. , In all cases when he has. any object to effect, 
he should know how to make use of other naen. We may 

* Lectures on the History and Principles of Ancient Commerce, b^ S,^ . 
Gilbart. 
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here, as in some other cases, apply to a hanker the ohser- 
vations Mr. Taylor applies to a statesman : 

" The iiK>st important qaaUfication of one who is high in the 
service of the State, is his fitness for acting through others, since 
the operations vicariooslj effected ought, if he knows how to 
make use of his power, to predominate greatl;^ over the import- 
ance which can attach to any man's direct and individual activity. 
The discovery and use of instruments implies indeed activity, as 
well as juc^ment ; because it implies that jud^ent which only 
activity m tmairs can ^ive. But it is a snare mto which active 
statesmen are s^t to tail, to lose, in the importance which they 
attach to the immediate and direct effects of their activity, the 
sense of that much greater importance which they might impart 
to it if they appiiea themselves to make their powers operate 
through the most effective and the widest instrumentality. The 
vanity of a statesman is more flattered in the contemplation of 
what he does than of what he causes to be done ; although any 
man whose civil station is hi^h, ought to know that his causative 
might be beyond all calculation wider than his active sphere, and 
more important."* 

A neglect of this rule has occurred in the history of 
some joint-stock banks, where the manager has impaired 
his ovm health, and damaged his bank, by taking upon 
himself a vast variety of duties which ^should have been 
assigned to others; forgetful that in large establishments 
the chief officer should confine his personal attention to 
those duties which are intellectual, or which are of the 
chief importance ; while the duties which are of a mere 
manual, or less important •character, should be performed 
through the instrumentality of assistants. We shall illus- 
trate the principle of wor^ng through others by a scrip- 
tural example : 

*' And it came to pass that Moses sat to judge the people : and 
the people stood by Moses from the morning unto the evening. 
And Moses* father-in-law said unto him, The thing that thou 
doest is not good. Thou wilt surely wear away, both thou, and 
this people that is with thee : for this thing is too heavy for thee ; 
thou art not able to perform it thyself alone. Hearken now unto 
my voice,, and I will give thee counsel Thou shalt provide out 
of all the people able men ; and place such over them, to be rulers 
of thousands, and rulers of hundreds, rulers of fifties, and rulers 
of tens. And l^t them judge the people at all seasons : and it 
shall be that every great matter they shall bring unto thee, but 

* Taylor's Statesman. 



ON BANKING. 23 

every small matter they shall judge : so shall it be easier for ' 
thyself, and they shall bear the burden with thee. So Moses 
hearkened to the Toice of his father-in-law, and did all that he 
had said."*. 

'' And Moses said, I am not eloquent, but I am slow of speech, 
and of a slow tongue." — " Is not Aaron the Levite thy brother P 
I know that he can speak well. Thou shalt speak unto him, and 
put worda into his mouth : and he shall be thy spokespian unto 
the people." f 

A banker should know how to economize his own time. 
One mode of doing this will be, as we have intimated, to 
assign inferior duties to others. His accountant should 
keep his books, and make his calculations. His secretary 
should write his letters (except those of a private or con- 
fidential nature), 'and he should only sign them. His 
chief clerk should attend to the discipline of the office. 
A banker at the head of a large establishment should not 
only be acquainted with the art of banking — he ought 
also to be acquainted with the art of govemment. He 
ought to put a clever man at the head of each depart- 
ment, and reserve to himself only the duty of general 
superintendence. He should give these parties a pretty 
wide discretion, and not encourage them to ask his in- 
structions about matters of comparatively trifling import- 
ance. If he does this, they will never learn to think for 
themselves, — ^never feel that wholesome anxiety which 
results from a sense of responsibility, — and never acquire 
that decision of mind which arises from the necessity of 
forming an independent judgment. Consequently, they 
will be less useful to him in their present position, and 
never become qualified for higher offices.- 

Another mode of economizing time is to observe a prin- 
ciple of order. A banker should come to the bank every 
day at the same hour ; attend to his afiairs, one by one, 
in the same order, and leave the bank at his usual time. 
By observing this routine, he will not only save much 
time, but he will avoid tumultuous feelings, and maintain 
a calmness of mind and of manner, that will be useful in 
all bis affidrs. He will also acquire from habit a coolness 
of investigation, and a promptness of decision; and be 

* Exodus xviii. 1^22, t Bxodus iv. 1Q>-16. 
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will get through a^eat deal of work without ever appear- 
ing to be in a hurry. 

Another mode of economizing time is, to make his in- 
terviews with his customers, or with other parties, as short 
as }ie can. He should not encourage conversation upon 
any other topic than that which is the occasion of the 
interview. He had better receive his customers standing; 
as in that case they will stand too, and are not likely to 
remain so long as if they were to sit down. And the 
furniture of the room should be so arranged that the 
customer, if he sit down, should sit near the door, so that 
he may depart whenever disposed. He is not likely to 
remain so long as if seated comfortably by the fire-side. 
It is also desirable that his room should be so placed, with 
reference to the other parts of the building, that while it 
has one door open to the public, it should have another 
door opening into the office ; so that he may easily pass 
into the office, to ascertain the state of a customer's ac- 
count, or to consult with himself or another person, in 
doubtful cases, as to the course to. be adopted. It is not 
advisable that the customer who applies, for instance, to 
have a heavy bill discounted, should witness the hesitation 
or the deliberation of the banker. Hence it is better, 
when it can be done, to establish the practice of the cus- 
tomer giving the bills to a clerk, who shall bring them 
into the banker's room, and take back his reply. 

A banker will take means for obtaining and recording 
information. He should not, as we have said, keep any 
books himself But he ought always to have in his room, 
ready for immediate reference, if necessary, " the General 
Balance Book," containing the weekly balances of the 
general ledger, which will show the weekly progress of 
his business for several years past, — " the Daily Balance 
Book," showing the daily balsmce to the credit of each 
of his customers in the current-account ledger, — "the 
Weekly Discount Balance Book," showing the amount of 
discounts, loans, or other advances which each customer 
has every Saturday night, — " the Inspection Book," show- 
ing the amount of bills bearing the names of houses who 
do not keep an account with him, — "the Information 
Book," containing the character of all the houses about 
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whom he has had occasion to make inquiries, — and, finally, 
" a Private Memorandum Book," in which is entered any 
special agreements that he has made with his customers. 
It is also useful to a banker to have a list of his customers, 
classified according to their trades or professions — such as 
com merchants, leather footers, grocers, solicitors, &c. <kc. 
The banker would thus see at a glance among what classes 
of society his connexions lay. When any public event 
was likely to affect any class — such, for instance, as the 
com merchants — ^he would see how many of his customers 
are likely to be affected. By thus, too, bearing in mind 
the trade or profession of his customers, he woidd be able 
to judge more readily whether the bills they brought 
him for discount had arisen out of their business trans- 
actions. 

Of these books, one of the most important is the 
*' Information Book." There is no doubt that a banker 
of great experience, and of a strong memory, may always 
bear in his mind a v^ry correct estimate of the standing 
and character of aU the houses that usually come under 
his notice. But this does not supersede the necessity for 
recording his information in a book. His memory may 
fail, and that too on important occasions ; and certainly if 
he leave the bank for a short time, as he must sometimes 
have occasion to do, he will carry his memory with him. 
But if the Information Book be closely kept up, he will 
record his knowledge for the use of those who will have 
to take his place. It is no valid objection to the keeping 
of such a book, to say that the position of houses is per- 
petually changing. Those changes should be recorded, so 
that their actual standing should always be readily re- 
ferred to. If a banker is requested by a customer to 
make inquiry about a house, he should record the infor- 
mation he gets for his own guidance, in case any bills on 
that house should afterwards be offered him for discoimt. 

A banker will get information about parties from in- 
quiry at their bankers, as we have mentioned at page 8. 
This information may be defective in two ways. In the 
first place, their baiter may judge of them from the 
account they keep— that is, from the balance to their 
(nredit — ^and thus he may give too good an accoimt of 

VOL. I. 
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them. Or, secondly, their banker may have an interest 
in keeping up their credit, and under this bias he may 
not give them so bad a character as they actually deserve. 
Another source of information is from parties in the same 
trade. Houses in the same trade know pretty well the 
standing of one another. Wholesale houses are well ac- 
quainted with the retail shopkeepers who buy of them. 
Most bankers have among their own customers some 
houses in almost every trade, who can give them any in- 
formation respecting other houses wtioh they may require. 
The bills that pass through his hands will also often give 
him some useful hints respecting the parties whose names 
are upon them. 

It is of great importance to a banker to have an ample 
knowledge of the means and transactions of his customers. 
The customer, when he opens his account, will give him 
some information on this subject. The banker will after- 
wards get information from his own books. The amount of 
transactions that his customer passes through his current 
account, will show the extent of his business. The amount 
of his daily balance will show if he has much ready cash. 
The extent and character of the bills he oflfers for dis- 
count, will show if he trust large amounts to individual 
houses, and if these are respectable. On the other hand, 
the bills his customer may accept to other parties, and his 
payments, will show the class of people with whom he 
deals, or who are in the habit of giving him credit. But 
one main source of information is to see the man. This, 
like other means of information, will sometimes fail; but, 
generally speaking, the appearance and manners of a man 
will show his character. Some people always send their 
clerk to the banker with bills for discoimt, &c. This is 
all very well if they want no extraordinary accommoda^ 
tion ; but if they ask for anything out of the usual way, 
the banker had better say that he wishes to see the 
principal. And if he had a doubt whether his customer 
was tricky or honest — speculative or prudent — let him 
be guided by his first. impression — we mean the impres- 
sion produced by the first interview. In nine cases out 
of ten, the first impression will be found to be correct. 
It is not necessaiy to study physiognomy or phrenology 
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to be able to judge of the character of men with whom we 
converse upon matters of business. 

A country banker has greater facilities than a London 
banker of ascertaining: the character and circumstances 
of other parties. In a'^coimtiy town everything is known 
about everybody. — A man's parentage and connexions — 
his femily and associates — the property he has already 
received, and what he may expect to receive from his 
relations — and, above all, his personal habits and disposi- 
tion. Upon the last point, we will make a short extract 
from an excellent series of " Letters to a Branch Manager," 
now in course of publication in the " Banker's Magazine," 
imder the signature of " Thomas Bullion*" 

''Next in importance to a study of his accounts, the habits and 
character of a aient are deserving of your attentive consideration. 
If a man's style of living, for example, becomes extravagant, and 
he gives himself over to excess, you cannot too promptly apply 
the curb, however regular the transactions upon ms account may 
seem ; because years may elapse before mere irregularity of living 
will make any impression on his banking account ; whereas irre- 
gularity in business will exhibit itself immediately, and for this 
reason, — ^that whereas improvident habits of living involve a con- 
tinuous waste in small siuns, spreading over tolerably long periods, 
improvidence in business may involve in one fell swoop tne loss, 
perhaps, of thousands. I hold, then, that you are not warranted 
m. all dases in feeling satisfied of a man's perfect responsibility 
nnHl his banking account exhibits indubitable evidence to the 
contrary."* 

A banker should always have general principles; that 'm, 
he should have fixed rules for the government of his bank. 
He should know beforehand whether he will or will not 
advance money on mortgage, or upon deeds, or upon bills 
of lading, or warrants ; or whether he will discount bills 
based upon uncommercial transactions, or having more 
than three months to run. These are only a few of the 
cases in which a banker will find it useful to store his 
mind with general principles. 

One advantage of this adoption of general principles is, 
that it saves time. If a banker can say, in reply to a 
customer, ''It is contrary to the rules of our bank to 

* Banker's Magaxine, December, 1848. These lett^s have since been pub* 
lished separately, under the title of " The Internal Management of a Country 
Bank.** (Groombxidge.) 
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advance money upon billp of lading," the reply is conclu- 
sive. But if he had not previously adopted any rule upon 
the subject, the reply would have taken up much more 
time. Another advantage is, that it gives decision of 
mind, and saves the banker from being '* talked over" by 
any pf his customers who may possess fluency of speech, 
or dexterity in debate. In this case, the banker whose 
mind is stored with general principles, though he may 
listen patiently to all his customer shall advance, will 
give the same reply which he would have given had the 
application been made in fewer words. 

But although a banker ought to have a large stock of 
general principles — and this stock will increase as his 
experience increases — ^yet it may not be always wise to 
explain these principles to his customer. It is generally 
best, when a banker gives a refusal, to give no reasons for 
that refusal. Banking science is so little understood that 
the public generally are unable to appreciate its prin- 
ciples. Besides, a man who wants to borrow money can 
never be convinced by reasoning that his banker is right 
in refusing to lend it to him ; nor, in fact, did the banker 
himself acquire his knowledge of banking by reasoning. 
He acquired it not by reasoning, but by experience ; 
and he must not expect that his customers, who have 
had no experience, will, by reasoning alone, readily 
acquiesce in the banking principles he may propoimd to 
them. In most cases, therefore, he had better keep his 
reasons to himself. 

But while we contend that every banker should have 
general principles, we do not say that in no possible case 
should he depart from them. But he should not look for 
such cases ; they are rare, and when they do occur they 
will force themselves upon his attention. If under shelter 
of the truism, " All rules have their exceptions,'' he de- 
parts from his general principles whenever he finds it 
convenient or profitable to do so, he may as well have no 
general principles at all 

It seems desirable that a banker in a large city should 
mark out for himself one or two main branches of busi- 
ness, rather than attempt to carry on banking in all its 
branches. We see this line of conduct adopted by some 
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t>f the most eminent London bankers. A west-end banker 
will not discount a bill : a city banker will not lend 
money on mortgage. Different kinds of banking exist 
in different parts of the country, according to the character 
and circumstances of the district. And in London the 
classes of people are numerous, and it may be both proper 
and advantageous for a banker to adapt his mode of busi- 
ness chiefly to the requirements of some one particular 
class. Different banks may thus pursue different courses, 
and all be equally successful. 

A banker will exercise due caution in taking new ac- 
counts. He will expect the new customer to be intro- 
duced by some person to whom he is personally known. 
The more respectable the introducer, the higher opinion 
will the banker entertain of the party introduced. If a 
party apply to open an account without such an intro- 
duction, he is asked to give references to some well« 
known houses. He is expected to state to the banker the 
kind of business in which hA is engaged, and the extent 
of accommodation, if any, that he is likely to require. 
He will state the kind and character of the bills he will 
have to offer to discount, and mention any peculiarity in 
his business or circumstances that may occasionally re- 
quire especial consideration. It is a great folly in a party 
opening an account to make any representation that will 
not afterwards turn out to be correct Every banker is 
anxious to avoid taking shabby accounts ; and especially 
such as are opened for the purposes of fraud, or to obtain 
a fictitious credit, or to get undue accommodation. It is 
considered to be not advisable to take the account of a 
party who has another banker, especially if he opens the 
account for the purpose of getting additional discount. 
The object of a party keeping two bankers is usually to 
get as much accommodation as he can from each. If an 
account is brought from another bank, the reason of 
the removal should be distinctly stated, and the banker 
will accept or reject it, according to circumstances. It is 
bad policy in a banker to attempt to draw away the con- 
nexions of another bank, by offering them greater ac- 
commodation. It is also usually bad policy to take the 
accOiints of parties residing at a distance, as their trans- 
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actions do not come under the notice of the banker; and 
the fact of their passing by the banks in their neighbour- 
hood to go elsewhere, is one that should excite suspicion. 
It is not advisable ifbr London bankers to take the ac- 
counts of private individuals who reside in the country. 
They shordd be referred to the bankers in their own 
districts. 

A small banker should not attempt to take large ac- 
counts. Banks, otherwise well administered, have been 
ruined by one large account. If this account requires 
accommodation, it will absorb the banker's fdnds, so that 
he will be compelled to stint his other customers^ qr to 
have recourse to re-discount, or other modes of raising 
money. Even if it be only a deposit account, it may 
produce inconveniences. A small banker cannot so readily 
employ this large deposit profitably, and yet have it at 
command whenever required ; and the additional amoimt 
he must keep in his till will be proportionably greater than 
would be kept by a large ba\iker. Thus, if 100,000^. be 
placed in a bank that has already 2,000,000^. of deposits^ 
the additional sum kept in the till to meet daily demands 
may not be much increased; but should it be lodged with 
a banker whose deposits are only 300,000^. the increase of 
notes to be kept in his till will be very considerable. This 
shows that large deposits are not so profitable to small 
banks as to lai^e ones. There is also a danger that a small 
banker will employ his large deposits in such a way as 
shall render him less ready to repay them punctually. 
Instances have occurred of small l^nks being greatly 
inconvenieneed by the repayment of large deposits, which 
had been placed in their hands by railway companies. It 
is prudent, therefore, in a banker to apportion the amoimt 
of his transactions to the extent of his business. 

A very important part of the business of a banker con- 
sists in the discounting of bills. The bills presented to a 
bank for discount may generally be divided into the fol- 
lowing classes : — 

• " 1st. Bills drawn by producers or manufacturers upon 
wholesale dealers. 

* These observations are taken from my History and Principles of Banking, 
page 167. 
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*^2dly. Bills drawn by wholesale dealers upon retail 
dealers. 

" 3dly. Bills drawn by retail dealers upon consumers. 
4thly. Bills not arising out of trade, but yet drawn 

against value, as rent, &c. 
5thly. Kites, or accommodation bills. 

'^ The first two classes of bills are the best, and are fair 
legitimate bills for bankers to discount. 

'' The third class ought not to be too much encouraged ; 
they are for comparatively small amounts, and are drawn 
by shopkeepers and tradesmen upon their customers. To 
discount these bills fireely would encourage extravagance 
in the accepters, and ultimately prove injurious to the 
drawers. When a man accepts bills to his butcher, baker, 
tailor, upholsterer, &c. he may fairly be suspected of living 
beyond his income. Solvent and regular people pay their 
tradesmen's accounts with ready money. 

" The fourth class of bills, though sometimes proper, 
ought not to be too much encouraged. Persons out of 
trade have no business with bills. 

" The last class of bills should always be rejected. To 
an experienced banker, who knows the parties, the dis- 
coveiy of accommodation bills is by no means difficult. 
They are usually drawn for even amounts, for the largest 
sum that the stamp will bear, and for the longest term 
that the bank will discount, and are presented for discount 
soon after they are drawn. The parties are often relations, 
friends, or parties who, from their avocations, can have no 
dealings with each other. 

" Not only the parties and the amounts of bills are 
matters of consideration to a banker, but sdso the time 
they have to run before they fall due. A bill drawn for 
a long term after date is usually styled, not perhaps very 
properly, 'a long dated bill.' A bill drawn at a short 
term is styled, 'a short dated bill.'" 

In doubtful cases, the banker, before discounting a bill, 
will probably look through his books, and satisfy himself 
with regard to the following inquiries : — 

What is the character of the customer 1 This inquiry 
will be answered from the Information Book. What is 
the usual balance of his cash accounts? This will be 
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answered by the Daily Balance Book. What amount 'has 
he now under discount? This will be answered from the* 
Discount Ledger, and will suggest other inquiries. Is 
that amoimt greater or less than usual 1 What proportion 
does that amount bear to the average amount of his cash 
balance 1 Is the amount chiefly upon few parties, or is 
it divided among a number 1 Have their bills been dis- 
counted chiefly upon the strength of the customer, or 
upon the strength of other parties? Are his bills" gene- 
rally paid? He will then proceed to inquire about the 
other parties to the bill. What is the character of the 
accepter in the Information Book ? What is the nature 
of the transactions between the customer and the accepter, 
as far as can be ascertained ? Has he had any bills upon 
him before, and have they been punctually paid? Are 
there any bills upon him now running, and how soon 
will they become due ? » 

In the discount of bills it is necessary to ^ard against 
foigeries. It has happened that parties c^g on a gteat 
business in London, have presented to their banker, for 
discount, bills drawn upon all parts of the coimtiy ; which 
bills, upon inquiry, have turned out to be purely fictitious* 
This is an additional reason for bankers making inquiry 
about the accepters of the bills they discount, even when 
they think they have reason to be satisfied with the 
drawers. Even this is no protection against forgery. Some- 
times the name of a most respectable house in a provincial 
town has been forged. Where the amount is large, there- 
fore, it seems advisable to send the bill down to some 
banker in the town, and ask his opinion as to the genuine- 
ness of the signature. Of course in these, and many other 
cases in which a banker is liable to be cheated, much must 
depend upon personal discretion; no rules can be giveafor 
all cases. 

To facilitate the detection of forged cheques, it is advis- 
able that the banker should have a printed number placed 
on every cheque, in every cheque book, and keep a record 
of the name of the customer to whom each book is given. 
When a cheque with a forged signature appears, the banker 
can then turn to this registry, and see to which of his 
customers he had given out this cheque. This plan has 
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been found useful in tracing forgeries that have been per- 
petrated by the clerks or servants of the party keeping the 
account. Some bankers, moreover, place on their cheque 
books a printed label, requesting the customer will at all 
times keep the book under his own lock and key. 

To guard against forgery in the case of deeds or bonds, 
all these documents should be witnessed by an officer of 
the bank. And when a letter of guarantee is given by a 
third party, it should not be taken by the banker from 
the party in whose favour it is given, but the letter should 
be signed at the bank, and the signature witnessed by one 
of the clerks. 

. A banker is also liable to loss from the alteration of 
cheques. The words six, seven, eight, and nine, can 
easily be changed by the addition of y, or ty, into sixty, 
seventy, eighty, or ninety. Sometimes, too, when cheques 
are drawn for less than 10^., if a space be left open before 
the word, another word may be introduced. Thus, a short 
time ago a cheque was drawn on a banker for 3/., and the 
party who obtained it wrote the word sixty before the 
word three, and thus cheated the banker out of 60Z. Let- 
ters of credit, as well as cheques, have heretofore been 
altered, by the original sum being taken out, and a larger 
sum being substituted. This is now prevented by staining 
the paper with a chemical preparation. Country banks 
also stamp upon their drafts the words ** under ten pounds," 
*•' under twenty pounds," and so on, to prevent an altera- 
tion to any sum beyond those amounts. 

The re-discounting of bills of exchange is an operation 
of much importance, and has * a great influence on the 
monetary operations of the country. We quote from a 
fornier work of our own* upon this subject : — 

^' Banks situated in agricultural districts have usually more 
money than they can employ. Independently of the paid-up 
capital of the bank, the sums raised by circulation and deposits 
are usually more than the amount of their loans and discounts. 
Banks, on the other hand, that are situated in manufacturing 
districts, can usually employ more money than they can raise. 
Hence, the bank that has a superabundance of money, sends it to 
London, to be employed by the bill-brokers, usually receiving, in 
return, bills of exchsmge. The bank that wants money sends its 

• The History of Banking in America, by J. W. Gilbart. 
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bills of exchange to London, to be re-discounted. These banks 
thus supj^ly ,each other's wants, through the medium of the 
London bill-brokers." 

But this principle of the re-discount of bills has been, 
in some cases, grossly abused, by being employed to give a 
sort of vitality to dead loans. A country banker lends 
upon mills and manufactories a larger amount of money 
than he can conveniently spare ; then he asks the manu- 
facturer to accept a bill for the amount, which the banker 
gets discounted in London or elsewhere. This bill, when 
due, is renewed, and the renewal is again replaced by 
another, and so the game goes on. As long as money is 
abundant all parties are pleased; the manufacturer gets 
his advance, the banker* gets his commission, and the 
London bill-broker gets employment for his funds. But 
a pressure comes. The London bill-broker can discount 
no more, because the funds placed in his hands by his 
depositors have been withdrawn. The banker cannot get 
the new bills discounted elsewhere, and is unable to take 
up the old bills that are returned to him with his endorse- 
ment. The manufacturer, of course, cannot pay the 
mouey ; the banker stops payment, and the manufacturer 
is ruined. The places at which this system has been chiedy 
carried on, are Manchester and Newcastle-upon-Tyne; and 
it is in these places that the greatest failures have taken 
place among the joint-stock banks. In fact, I believe it 
must be confessed, that the joint-stock banks have carried 
on this practice to a much greater extent than it was ever 
carried on by the private bankers. This has arisen from 
the greater credit which they possessed : it is one of the 
forms of the abuse of credit. 

A London banker is always anxious to avoid dead loans. 
Loans are usually specific advances for specified times, 
either with or without security. In London, advances are 
generally made by loans; in the country, by overdrafts. 
The difference arises from the different niodes of conduct- 
ing an accoimt. In London, the banker is paid by the 
bfiJance standing to the credit of the account. A customer 
who wants an advance, takes a loan of such an amount as 
shall not require him to keep less than his usual balance. 
The loan is placed to the citdit of his current account. 
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until the time arrives for its repayment, and then be 
is debited for the principal and tbe interest. Tbe 
country banker is paid by a commission, and hence the 
advance to a customer is made by his overdrawing ;the 
account, and he is charged interest only on the amount 
overdrawn. 

LoaVis are divided into short loans and dead loans. 
Short loans are usually the practice of the London bankers : 
a time is fixed for their repayment. Dead loans are those 
for the payment of which there is no specified time ; or 
where the party has failed to make the repayment at the 
time agreed upon. In this case, too, the loan has usually 
been made upon dead — ^that "is, upon inconvertible secu- 
rity. Without great caution on the part of the banker, 
slwrt loans are very apt to become dead loans. A loan is 
first made for two or three months ; the time arrives, and 
the customer cannot pay; then the loan is renewed, and 
renewed, and renewed, and ultimately the customer fails, 
and the banker has to fall back upon his securities. The 
difference between diort loans and dead loans may be illus- 
trated by a reference to Liverpool and Manchester. The 
Liverpool bankers make large advances by way of loan, 
but usually on the security of cotton. The cotton is sold 
in a few months, and the banker is paid. At Manchester, 
the banker advances his loans on the security of mills and 
manu&ctories j he cannot get repaid ; and after a while the 
customer fiEdls, and the mill or manufactory, when sold, 
may not produce half the amount of the loan. 

Dead loans are sometimes produced by lending money 
to rich men. A man of moderate means will be anxious 
not to borrow of his banker a loan which he will not be 
able punctually to repay, as the good opinion of his banker 
is necessary to his credit. But a man of property has no 
scruples of the kind : he has to' build a house, to improve 
his estate, or to extend his manu&ctory ; and he is unrear 
Bonable enough to expect that his banker will supply him 
with the necessary fimds. He believes it will be only a 
temporary advance, as he will shortly be in possession of 
ample means. The banker lends the sum at first desired; 
more money is wanted; the expected supplies do not 
arrive; and the advance becomes a dead lock-up of oapitaL 
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The loan may be very safe, and yield a good rate of 
interest, but the banker would rather have the money 
under his own control. 

Dead loans are sometimes 'produced by lending money 
to parties to buy shares in public companies. There was 
too much business of this kind transacted by some bankers 
a few years ago. The party did not at first, perchance, 
apply to his banker to enable him to purchase the shares ; 
but the calls were heavy, and his ready money was gone ; 
he felt assured, however, that in a short time he should be 
able to sell his shares at a high profit; he persuaded his 
banker to pay the calls, taking the shares as security. 
Other calls were made, which the banker had to pay. The 
market feU ; and the shares, if sold, would not pay the 
banker's advances. The sale, too, would have caused an 
enormous loss to ' the customer. The advances became a 
dead loan, and the banker had to wait till a favourable op- 
portunity occurred for realizing his security. 

In this, and in other ways, a banker has often much 
difficulty with customers of a speculative character. If he 
refuses what they ask, they remove their accoimt, and 
give him a bad name; if he grants them their desires, they 
engage in speculations by which they are ruined, and 
probably the banker sustains loss. The point for the 
banker to decide is, whether he will lose them or ruin 
them. It is best in this case, for the banker to fix upon 
what advance he shoidd make them, supposing they con- 
duct their afiairs prudently ; and if they are dissatisfied 
with this, he had better let them go ; after they have be- 
come bankrupts he will get credit for his sagacity. 

The discounting of bUls is an ordinary matter of busi- 
ness, and the banker haa only to see that he has good 
names to his bill ; but in regard to loans, a banker would 
do well to follow the advice which Mr. Taylor gives to in- 
dividtials, and not to make a loan, unless he knows the 
purpose for which it is borrowed, and to form his own 
judgment as to the wisdom of the party who borrows, and 
as to the probability of his having the means of repayment 
at the time agreed upon. 

'* Never lend money to a friend, unless yoa are satisfied that lie 
does wisely and well in borrowing it. Borrowing is one of tbe 
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most ordinary ways in which weak men sacrifice the fatnre to tlie 
present ; and thence it is that the gratitude for a loan is so pro- 
verbially evanescent : for the fatare, oecoming present in its tuni; 
will not be well pleased with those who have assisted in doing it 
an injury. By conspiring with your friend to defraud his fature 
self, you naturally mcur his future displeasure. To withstand 
solicitations for loans is often a great tnal of firmness ; the more 
especially as the pleas and pretexts alleged are generally made 
plausible at the expense of trath; for nothing breaks aown a 
man's truthfulness more surely than pecuniary embarrassment — 

' An unthrift was a liar from all time ; 
Never was debtor that was not deceiver.' 

The refusal which is at once the most safe from vacillation, and 
perhaps as little apt to give offence as any, is the point blank 
refusal, without reasons assigned. Acquiescence is more easily 
given in the decisions of a strong will, than in reasons, which weak 
men, under the bias of self-love, will always imagbie themselves 
competent to controvert."* 

Sometimes, when an advance of money is wanted for 
two or three months, the party gives a note of hand. 
This is better than a mere loan, as it fixes the time of 
payment, and keeps the transaction &esh in the recollec- 
tion of the borrower. But care must be taken that the 
note, by repeated renewals, does not in fiict become a dead 
loan. Hence, when a renewal cannot be avoided, attempts 
should be made to reduce the amount. When public 
companies, of only a short standing, and not ftdly con- 
stituted, wish to borrow money of their banker, it is some- 
times expedient to take the joint and several promissory 
note of the directors. By this means the banker avoids all 
knotty questions connected with the law of partnership ; 
and the directors will, for their own sakes, see that the 
funds of the company shall, in due time, be rendered avail- 
able for the repayment of the loan. 

We have said that dead loans are usually advanced 
upon inconvertible security. Sometimes that security 
consists of a deposit of deeds relating to leasehold or free- 
bold property. In London, however, this kind of security 
is not considered desirable, and the following rules are 
usually observed : — 

No advances are made upon the security of deeds alone ; 

* Notes on Life, by John Taylor. 
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they are taken only as collateral security; and then only 
to cover business transactions, and in cases where the 
parties are supposed to be safe ii^dependently of deeds. 

The value of the property should be much higher than 
the sum it is intended to guarantee. When this is the 
case, and the parties fail, their creditors may take the 
deeds, and pay the debt due to the bank. The main use 
of taking deeds is to have something to fall back upon in 
this way. A customer should never receive more accom- 
modation &om having deposited his deeds than that to 
which he is legitimately entitled. No banker takes deeds 
if there is the slightest probability of his being compelled 
to realize the property, as the legal difficulties are very 
great. 

In all cases in which deeds are taken, they are submitted 
to the inspection of the banker^s solicitor, who makes a 
written report upon the value of the property, as far as it 
can be discovered by the deeds, and upon its legal validity 
as a security to the bank. 

The rule of a banker is, never to make any advances, 
directly or indirectly, upon deeds, or any other dead 
security. But this rule, like all other general rules, must 
have exceptions, and when it is proper to make an excep- 
tion is a matter that must be left to the discretion of the 
banker. He should, however, exercise this discretion with 
caution and prudence, and not deviate from the rule with- 
out a special reason to justify such deviation. 

Among country bankers, in agricultural districts, advances 
upon deeds are not considered so objectionable as in 
London. A landed proprietor, who wants a temporary 
advance, places his deeds in the hands of his banker, and 
takes what he requires. The banker thinks he can have 
no better security ; but the loan is usually for only a 
moderate am6unt, and is paid off within a reasonable 
time. In the country the character and circumstances of 
every man is known. A landlord who wants an advance 
to meet immediate demands, until his rents come in, 
seems fairly entitled to assistance from his banker. But 
should a landlord who is living beyond his income, ask 
for an advance almost equal to the value of his deeds, he 
would not be likely to obtain it. It is not now illegal to 
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charge higher than five per cent, on discounts or loans 
made on the security of deeds^ as by the Act 17 and 18 Vic 
c. 90, passed in 1854, all laws against usury are repealed. 

Another kind of security is bills of lading, and dock 
watrants. Advances upon securities such as these must be 
considered as beyond the rules which prudent bankers lay 
down for their own government; they can only be justified 
by the special circumstances of each case. In advancing 
upon bills of lading, the banker must see that he has all 
the hiUs of the set ; for if he has not all^ the holder of the 
absent bOl may get possession of the property. It is also 
necessary that he have the policy of assurance, that, in 
case the ship be lost, he may claim the value from the 
insurers. In advances upon dock warrants, the banker 
should know that the value of the goods is equal to his 
advances, and will also give him a margin, as a security 
against any Ml in the market price. But, in truth, no 
banker should readily make advances upon such securities. 
Now and then he may take them as collateral security, 
for an advance to a customer who is otherwise respectable. 
But if a customer requires such advances frequently, not 
to say constantly, it shows that he is conducting his busi- 
ness in a way that will not tdtimately be either for his 
own advantage, or that of his banker. 

A banker shotdd never make any advances upon life 
policies. They may become void, should the party com- 
mit suicide, or die' by the hand of justice, or in a duel ; 
or if he go without permission to certain foreign countries. 
The payment may be disputed, upon the groimd that 
some deception or concealment was practised, when the 
policy was obtained. And, in all cases, they are depend- 
ent upon the continued payment of the premiums. The 
value of a policy, too, is also often overrated. The insured 
&ncies that his poUcy increases in value in exact propor- 
tion to the number of premiums he has paid ; but if he 
offers it to thiB company, he will find that he gets much 
less than he expected. The policy is valued in a way that 
remunerates the office for the risk they have run during 
the years that are past; and the valuation has a refer- 
ence only to the fut\ire. Thus, if a man, at 20 years of 
age, insures his life, the expectation, or probability of life^ 
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as it is called, that is, the number of years he is likely to 
live upon the general average, is, according to the North- 
ampton tables, 33. If he wishes his representatives to 
receive 1,000Z. at his death, he will pay a proportionate 
annual premium. When 40 years of age, he will have 
paid twenty premiimis, and he may fieincy that his policy 
is worth the total amount of the premiums. But the 
policy is valued, not with reference to the past, but with 
reference to the future. At 40 years of age his " expec- 
tation of life" is not 13, but 23 years. It is then calcu- 
lated, that 23 years hence the policy will be entitled to 
1,000/. ; but that the annual premiimis must be paid in 
the mean time. The value of the poHcy, therefore, is the 
present value of this 1,000?. less the present value of all 
these annual payments. Should he wish to sell his policy 
when he is 60 years of age, he will find that it is propor- 
tionably less valuable, for his expectation of life will still 
be 13 years. A short rule for ascertaining the expectation 
pf life, according to the Northampton Tables, is to take 
the age from the number 86, and then divide by 2. The 
value of a policy is generally about one-third of the 
amount of all the premiums that have been paid. 

There are certain signs of approaching failure, which 
a banker must observe with reference to his customers. 
Thus — ^if he keeps a worse account than heretofore, and 
yet wants largei^ discoimts — if the bills offered for dis- 
count are drawn upon an inferior class of people — ^if, when 
his bills are unpaid, he does not take them up promptly — 
if he pays in money late in the day, just in time to 
prevent his bills or cheques being returned through the 
clearing ; but, above all, if he is found cross-firing : that 
is, drawing bills upon parties who at the same time draw 
bills upon him ; as soon as a banker detects a customer 
in fair credit engaged in this practice, he should quietly 
give him reason for removing his account. 

Sometimes two parties, who keep different bankers, will 
adopt, a practice of exchanging cheques. Their cheques 
are paid into the banks too late to be cleared on the same 
day; and hence the parties' accoimts appear better the 
next day than they otherwise woi^d be. Some &iling 
parties, too, have recourse to forged or fictitious bills, 
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which they ptit into circulation to a large amount. The 
best way for a banker to guard against loss from this 
practice is, to inquire in ail cases about the accepters of 
the bills that he discounts, not only when his customers 
are doubtful, but even when they are deemed respectable. 
Indeed, it is only people in good credit that can pass 
petitions biUs. 

The banker's rule is, that they who have discoimts 
must keep a proportionate balance ; this is useful, as the 
amoimt of balance kept is an indication of the circum- 
stances of the party. When a customer has heavy dis- 
counts, and keeps but a small balance, it may usually be 
inferred that he is either embarrassed in his affairs, or he 
is trading beyond his capital 

The operation which is called "nursing an accoimt,'| 
sometimes requires considerable prudence, tact, and per- 
severance. A banker, having made considerable advances 
to a customer,' suddenly discovers that the party is not 
worthy of the confidence he has placed in him. If these 
advances should be called up, or discontinued, the customer 
will break, and the banker sustain loss. The banker 
must be governed by the circimistances of each case. 
It is sometimes best to continue to discoimt the good 
bills, and refuse those of a different character ; and thus 
gradually weed the account of all the inferior securities. 
Sometimes he may get the customer to stipulate that he 
will diminish his advances by certain fixed amoimts, at 
certain periods; and thus, by alternately refusing and 
complying; the banker may at length place himself iu a 
state of security. At other times, the banker may offer 
to make still fiirther advances, on condition of receiving 
good security also for what has been already advanced. 
This plan is advisable when the additional advance is not 
proportionably large, and the security is not inconvertible, 
otherwise the plan is sometimes a hazardous one. It re- 
quires some courage to look a loss in the feuoe. And it 
has occurred that a banker, rather than sustain a small 
loss, will consent to make a further large advance upon 
inconvertible security ; and the locking up of this large 
advance for an indefinite period has proved the greater 
evil of the two. In fact, some of the largest losses of 
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fallen banks have been made in this way. They have, in 
the first instance, madei an imprudent advance; rather 
than sustain this loss at once, they have made a further 
advahce, Ti^th a view to prevent it. The advance has at 
last become so large, that if the customer falls, the bank 
must fell too ; for the sake of self-existence, further ad- 
vances are then made ; these too are found ineffectuaJ^ 
and ultimately the customer and the bank fall together. 



SECTION V. 

THE ADMINISTRATION OF A BANK WITH REGARD TO PRO- 
CEEDINGS ON BILLS OF EXCHANGE. 

When a banker has discounted a bill, it is handed to 
the accountant, who will see that it is drawn on a r\ght 
stamp. The accountant will read it through, and see that 
it is properly drawn, and will observe that the sum in 
writing corresponds with the sum expressed in figures, 
and that no alteration has taken place in the amount, the 
date, the term, or the place at which it is made payable ; 
for these are matenal alterations, and would afTect the 
validity of the bill. He will then calculate the time at 
which it fells due, and place this date upon the bill, or, if 
it was there before, he will check it, and see that it is 
right. He will then turn it over, and see that it is 
indorsed by the party in whose fevour it is drawn, and 
also that the subsequent indorsements are regular and 
properly spelled ; for if there be a variation of a single 
letter in die spelling of a name, the payment of the bill 
could not be legally enforced. He will also observe that 
the bill is indorsed by the party for whom it is discounted. 
He will then pass the bill through the books,* and at the 
close of the day deliver it with the others to the banker. 
The banker will, on the following morning, put these 
bills away in his bill-case according to the dates at which 
they fall due. This point should be recollected by persons 

* These books are described ia the Section on Banking Book-keeping. 
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who have to get bills firom a banker before they are due ; 
for, after they have given the amount and the names, the 
next question asked them will be, '' When is it due ?" for 
among a multitude of bills, the only way of readily finding 
any individual bill is to turn to those that Mi due 09 the 
same day. Every day the banker looks out the bills that 
fall due on the following day, and hands them to the chief 
clerk, (or, in some cases, the chief clerk himself has the 
charge of the bills,) who, after checking them against the 
books,* distributes them among the clerks who are to 
collect them. If the bill be not paid, it is noted on the 
same evening, and on the following morning returned to 
the customer for whom it was discounted, and his account 
is debited for the amount. But if the party has not the 
sum to his credit, and the banker does not like to trust 
him, he merely receives notice of its dishonour; and 
notice is also given to every other party to the bill, with a 
demand for immediate payment. The bill has now become 
that hated object, a '^ past due bill ;*' and after a while, if 
the parties are supposed to b© " worth powder and shot,** 
it is handed to the bank's solicitor. 

I shall give a short description of Bills of Exchange, and 
notice a few of those points of law and of business which 
are of most importance to practical bankers. 

A bill of exchange is a written order from one person 
to another, directing him to pay a sum of money either to 
the drawer or to a third person at a future time. This is 
usually a certain number of days, weeks, or months, either 
after the date of the bill, or after sight ; that is, after the 
person on whom it is drawn shall have seen it, and shall 
have written on the bill his willingness to pay it. The 
party expresses this willingness by writing on the bill the 
word ^' accepted/* and his name. If the bill be drawn after 
sight, he also writes the date of the acceptance. 

If the party in whose favour the bill is drawn wishes to 
transfer it, he writes his name on the back. This is called 
an vnchrsemerU ; and may be either special or general. A 
special indorsement is made to a particular party ; as, 
" Pay to Messrs. John Doe & Co. or order." A general, 
or blank indorsement, is when the person merely writes 

* These books are described in the Section on Banking Book-keepbig. 
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his name. It is held by the lawyers* that a special 
indorsement c&imot follow a general indorsement, and tliat 
in such a case the holder may sustain an. action for the 
amount, though the bill be not indorsed by the party to 
whom it is thus specially assigned. . In practice, however, 
this is very common ; and bankers always refuse to pay 
bills not properly indorsed, even though previous indorse- 
ments may be general. But, in regard to post bills, the 
Bank of England pays no regard to any special indorse- 
ment that may follow a geneml indorsement. 

The following is the form of a Bill of Exchange : — 



£1000. London, Ist of May, 1827. 

Two months after date, 'pay to the order of Messrs, 
Quick, Active, ^ Co, {or me or my order) the sum of One 
Thousand Founds, for value received. 

Hearty, Jolly, ^ Co. 

Accepted, payable at 
To Messrs. John Careful 4* Co. Messrs. Steady ^ Co. Bankers. 
Southwark. John Careful ^ Co, 



A Promissory Note is as follows : — 



£1000. London, \st of May, 1827. 

Two months after date, we promise to pay Messrs. 
Hearty, Jolly, Sf Co. or their order, the sum of One Thousand 
Pounds, for value received. 

John Careful 8f Co. 
At Messrs. Steady, ^ Co. 
Bankers, 
Lombard Street. 



The acceptance is usually written across a bill, but 
should always be on the front, not on the back of the bill. 
An indorsement, as the name implies, should be placed on 
the back. 

The person who draws a bill is called the drawer ; the 

* If a bill be once indorsed in blank, though afterwards indorsed in ftill, it 
will still as against the drawer, the payee, the accepter, the blank indorser, and 
all indorsers before him, be payable to bearer, though as against the special 
indorser himself title must be made through his indorsee.— ^«f:^ean< Byles o^ 
Bills o/Exchanfft, p. 115. 
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person on whom it is drawn is called the drawee : after 
the bill is accepted the drawee is called the accepter. The 
person who indorses a bill is called the indorser ; the person 
to whom it is indorsed is the indorsee. The person who 
pays a bill is the payer ; the person to whom it is paid is 
the payee. These and similar terms may be illustrated by a 
circumstance said to have occurred on the cross-examina- 
tion of a witness, on a trial respecting a mortgage. — 
Counsellor, " Now, sir, you are a witness in this case j pray 
do you know the difference between the mortgager and 
the mortgagee?" — Witness, "To be sure I do. For in- 
stance, now suppose I nod at you, I am the nod-er, and 
you are the nod-ee." The word discountee, denoting the 
person for whom a bill is discounted, is not used in Eng- 
land, but I observe in the parliamentary evidence that it 
wa£r employed by some of the witnesses &om Scotland. 

All bills, except those payable on demand or at sight, 
are allowed three days' grace. Thus, a bill drawn at two 
months from the 1st of May, will fall due on the 4th of 
July ; but if that day be a Sunday, or d. public holiday,* 
the bill will be due on the day before. Some bills, instead 
of being drawn after date or sight, state the time of pay- 
nient, as, " On the first of August pay, (fee." These bills 
are allowed the usual three days of grace. Such a bill 
would f5aJl due on the 4th of August. 

Some parties, when they indorse a bill, write at bottom, 
** In case of need, apply to Messrs. C. D. & Co." That 
is, if the bill be not paid when due, Messrs. C. D. & Co. 
will on the day after it is due pay it for the honour of the 
indorsers. The notaries always observe the "cases of 
need" upon the bills that come into their hands, and 
apply to the proper parties. The advantage of placing a 
case of need upon a bill is, that the party indorsing it re^ 
ceives it back sooner in case of non-payment. It also makes 
the bill more respectable, and secures its circidation. 

Were it not for the space it occupies, it would be very 

* To remove all doubts upon this subject, an Act of Parliament was passed, 
(7th & 8th Geo. IV. chap. 5,) which enacts, " that from and after the tenth day 
of April, -one thousand eight himdred and twenty-seven. Good Friday, and 
Christmas-day, and every day of fast or thanksgiving appointed by his Majesty, 
if and shall for all purposes whatever, as regards bUls of exchange and promis- 
sory notes, be treated and considered as the Lord's-day, commonly called Sun- 
day." This Act does not extend to Scotland, but it has since been extended to 
Ireland. This Act does not vitiate a bill dated on a Sunday. 
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desirable that the indorser of a bill of exchange should be 
compelled to state also his address. This would prevent 
forged and fictitious indorsements, and give a banker who 
discounts a bill, a better opportunity of ascertaining the 
respectability of the parties. In case, too, the bill waa 
unpaid, he might immediately apply to all the indorsers, 
whereas now he has to find them out in the best way 
he can. The indorsers and drawer of a bill would have 
earlier notice of its non-payment, and have a better 
opportunity of obtaining their money from the antecedent 
parties. 

Bills are divided into Inland and Foreign. Inland bills 
are those in which both the drawer and the accepter reside 
in England. Bills drawn from Scotland, or Ireland, are 
considered as foreign bills. If a foreign bill be ref\ised 
acceptance or payment, it shotdd be immediately protested 
and returned. An inland bill is only noted, and then 
only when refused payment. A foreign bill may be 
accepted verbally, or by letter; but no acceptance of 
an inland bill is valid, unless written upon the bill 
itself.* 

When a merchant in one country draws bills upon a 
merchant residing in another counliy, he usually draws 
them in sets : that is, he draws two, three, or more bills of 
the same tenor and date. These bills are sent to his 
correspondent by different ships. Thus he secures the 
swiftest conveyance, and his remittances will not be de- 
layed by any accident that may happen to an individual 
ship. In drawing these bills, it is always expressly stated 
whether each bill be the first, second, or third of a set ; 
as, " Pay this my jlrgt of exchange (the second and third 
not being paid)." On the payment of any one bill, the 
others are of no value. If a merchant, say at Paris, has 
a set of bills drawn on a merchant at London, he will 
sometimes send over the first bill to his 'correspondent in 
London, to get it accepted, and to retain it imtil claimed 
by the holder of the second. The merchant at Paris will 
then write on the second bill, that the first lies accepted 
at such a house in London. He will then sell it or pay it 
away. By this means he is sure that the bill he negotiates 

* See 1 & 2 Geo. IV. cap. 78. 
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will not be returned to him, and greater value is given to 
his bill, not only as it has the additional security of the 
accepter's name, but, if it be drawn after sight, it will be- 
come due so much the sooner. When the second bill 
arrives in London, the holder takes it to the house where 
the first is deposited, and it is immediately given up 
to him. 

Foreign bills are often drawn at a ^^ usance " after date. 
A usanee from Amsterdam, Rotterdam, Hamburgh, or any 
place in Grermany, is one month; from France, thirty days; 
from Spain and Portugal, two months; from Sweden, 
seventy-five days ; from Italy, three months. Where it is 
necessary to divide a month upon a half usance, which is 
the case when the usance is either one month or three, the 
half month is always fifteen days. Bdls drawn from Russia 
are dated according to the old style, and twelve days must 
be added to the date, in order to ascertain at what time 
they fall due. 

A bill is sometimes accepted for the honour of the drawer, 
or of one of the indorsers. Thus, if a bill from Hamburgh 
be drawn upon a person in London, who refuses to accept 
it, another party, knowing the drawer or one of the 
indorsers to be a respectable man, may accept the bill 
himself for the honour of the party with whom he is 
acquainted. By this means he prevents the biU being 
returned, with expenses. This kind of acceptance renders 
him liable to pay the bill on the day after it is due, but 
he can afterwards recover the amount from the party for 
whose honour he has accepted it, and, of c«irse, from all 
preceding parties. But, to secure himself, he must not 
accept the bill until after it has been protested for non- 
acceptance, and he must write, " Accepted for the honour 
.of A. B. <k Co." upon the face of the bill And when the 
bill is due, he must not pay it, until it has been presented 
for payment to the drawee. 

Bills accepted, and made payable at a banking-house, in 
the usual manner, without flie addition of the word only, 
may be presented either at the banking-house, or at the 
residence of the accepter. In either case, it is a legal pre- 
sentment,* as far as regards the accepter. In practice, 

* 1 & 2 Geo. IV. cftp. 78. 



48 A PBACTIGAL TREATISE 

however, bills are always presented at the place where 
they are made payable. If a bill be addr,essed to a banking- 
house or any other place only, the payment cannot be 
enforced until it has been presented at that place. If any 
particular place of payment be mentioned in the body of 
a promissory note, it must be presented there. 

When bankers receive any unaccepted bills, they send 
them out for acceptance, if they have four days to run. 
They are left at the house of the drawee, and are called 
for on the following day. On the day the bills are due, 
the tellers present them in the morning, at the place 
where they are made payable. If not paid when pre- 
sented, they leave a printed notice or direction, of which 
the following is a copy : — 



Bill for £ 
Drawn hy Mr, 
On Mr, 
Lies due at Messrs. Steady ^ Co, 

No. Lombard Street, 



Please call between Two and Four o'clock. 



If not paid by five o'clock, the bill is sent to the notary's.* 
It is brought to the banking-house the following morning, 
with the notary's ticket attached to it, stating the reason 
why it is not paid. The bill is then returned to the cus- 
tomer. If it be a foreign bill, that is, drawn from any 
foreign land, ft must be protested. Foreign bills are also 
protested for non-acceptance j but inland bills are not, nor 
even noted, but the party who remitted the bill to the 
banking-house is advised of the circumstance. 

Bills under the value of 40«. are not subject to the 
stamp duty; nor are drafts upon bankers payable to 
bearer on demand, provided the drafts are dmwn within 
fifteen miles of the banking-house, and they specify such 
place, and bear date on or before the day on which they 
are issued. A person drawing a cheque beyond this dis- 
tance, is subject to a penalty of lOOZ.; the person know- 

* For an account of the origin of Notaries Public, see the History and Pr&ci- 
ple« of Banking. 



ON BANKING. 49 

ingly receiving it, to a penalty of 201. ; and the banker 
paying it is liable to a penalty of lOOZ. The post-dating 
of cheques to make them serve the purpose of bills of 
exchange, is subject to the same penalties.* 

By the Act 16 and 17 Vic. c. 59, it is enacted that 
drafts or orders for the payment of any sum of money to 
the bearer on demand, shall be liable to a stamp duty of 
only one penny. But all drafts on bankers drawn within 
fifteen miles are still exempt &om stamp duty, as are also 
aU letters of credit sent by persons in the United King- 
dom to persons abroad, authorizing drafts on the United 
Kingdom. By the same Act, bankers are allowed to state 
in their deposit receipts the rate of interest allowed for 
any sum of money placed in their hands, without being 
subject to stamp duty. 

The following is the form of a Draft or Cheque ; — 



No, 457. London, May 1, 1827. 

Messrs. Hope, Rich, 8f Co. Lombard-street, 

Fay John Doe, Esq. or bearer, the sum of One Hundred Pounds, 

£100. Peter Thnfty ^ Co, 



The words " or bearer " are essentially necessary, or the 
draft must be drawn on a stamp, and Indorsed by the 
party who receives it. 

Bills for 20«. and under 5^. must specify the name and 
residonce of the payee ; they must be payable within twenty- 
one days after date, and be attested by one subscribing 
witness. Every indorsement must be attested by a witness ; 
and must specify the « name and residence of the indorsee. 
All bills drawn for a less sum than 208. are illegal. 

A bill given for an illegal consideration cannot be en- 
forced by the drawer, but it may be enforced by an 
innocent holder who had no knowledge of the illegal con- 
sideration, and who received the bill before it was due. 
The principal illegal considerations are those arising &om 
usury, gambling, and smuggling. But by the Act 17 and 
18 Vic. c. 90, passed in the year 1854, the laws of usury 
are abolished. 

The following is the Table of Stamp Duties upon Bills 

* 55 Geo. III. cap. IM, 812| 813. 
VOL. I. D 
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of Exchange, according to the new Stamp Act, 17 and 18 
Vic. c. 83, passed in the year 1854 : — 

" Inland Bill of Exchange, draft, or order for the payment to the 
bearer, or to order, at any time otherwise than on aemand, of any 
sum of money— 

Dutjr. 
£ ». d. 

Not exceeding £5 ... 1 

Exceeding £5 and not exceeding 10 ... 2 

10 25 ... 3 

S5 50 ... 6 

50 75 ... 9 

75 100 ... 1 P 

100 200 ... 2 

200 300 ... 3 

300 400 ... 4 

400 500 ... 5 

500 750 ... 7 6 

750 1000 ... 10 

1000 1500 ... 15 

1500 2000 ... 1 

2000 3000 ... 1 10 

3000 4000 ... 2 

4000 and upwards 2 5 

" Forei^ Bill of Exchange drawn in, but payable out of, the 
United Kingdom — 

If drawn singly or otherwise in a set of three or more, the same 
duty as on an Inland Bill of the same amount and tenor. 

If drawn in sets of three or more, for every bill of each set — 

Duty. 
£ ». d. 

Where the sum payable thereby shall not exceed £25 ... 1 

And where it shall exceed £25 and not exceed 50 ... 2 

50 75 ... S 

76 100... 4 

100 200 ... 8 

200 300 ... 1 

300 400... 1 4 

400 * 500... 1 8 

500 750 ... 2 6 

750 1000... 3 4 

1000 1500... 5 

• -1500 2000 ... 6 8 

2000 3000 ... 10 

3000 4000 ... 13 4 

4000 and upwards 15 

" Foreign Bill of Exchange drawn out of the United Kingdom, 
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ai)d payable within the United Kingdom, the same duty as on an 
Inland Bill' of the same amount and tenor. 

" Foreign Bill of Exchange drawn out of the United Kingdom, 
and payaole out of the United Kingdom, but indorsed or nego- 
tiated within the United Kingdom, the same duty as on a Foreign 
Bill drawn within the United Kingdom, and payable out of the 
United Kingdom. 

" Promissory Note for the payment in any other manner than 
to the bearer on demand of any sum of money — 

Duty. 
£ s. d. 

Not exceeding £5 ... 1 

Exceeding £5 and not exceeding 10 ... 2 

10 25 ... 3 

25 50 ... 6 

50 75 ... 9 

75 109 ... 1 

" Promissory Note for the payment, either to the bearer on 
demand or in any other manner than to the bearer on demand, of 
any sum of money — 

Duty. 
£ ». d. 

Exceeding £100 and not exceeding £200 ... 2 

200 300 ... 3 

300 400 ... 4 

400 500 ... 5 

500 750 ... - 7 6 

750 1000 ... 10 

1000 ...... 1500 ... 15 

1500 2000 ... 1 

2000 3000 ... 1 10 

3000 4000 ... 2 

4000 and upwards 2 5 0" 

By this Act stamp duties are imposed upon Foreign 
Bills of Exchange ; and all bills purporting to be drawn 
abroad, but actually drawn in Great Britain, are legalised 
and made liable to stamp duty. 

"The duties by this Act granted in respect of bills of ex- 
change, drawn out of the United Kingdom shall attach and be 
payable upon all such bills as shall be paid, indorsed, transferred, 
or otherwise negotiated within the United Kingdom wheresoever 
the same may be payable, and the said duties shall be denoted by 
adhesive stamps, to be provided by the Commissioners of Inland 
E^venue for that purpose, and to be affixed to such bills as 
hereinafter directed. 

"Every bill of exchanjje which shall purport to be drawn 
at any place out of the United Kingdom shall ror all the purposes 
of this Act be deemed to be a Foreign bill of exchaiv^ ^t^^ii^'oX* 

d2 
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of the United Kingdom, and shall be chargeable with stamp duty 
accordingly, notwithstanding that in fact the same may have been 
drawn within the United Kingdom. 

*' The holder of any bill of exchange drawn out of the 
United Kingdom, and not having a proper adhesive stamp affixed 
thereon as herein directed, shall, oefore he shall present the 
same for payment, or indorse, transfer, or in any manner negotiate 
such bill, affix thereon a proper adhesive stamp for denoting the 
duty by this Act charged on such bill ; and the person who shall 
indorse, transfer, or negotiate such bill shall, before he shall 
deliver the same out of his hands, custody, or power, cancel the 
stamp so affixed by writing thereon his name or the name of his 
firm and the date of the day and year on which he shall so write 
the same, to the end that such stamp may not be again used for 
any other purpose ; and if any person shall present for payment, 
or shall pay or indorse, transfer or negotiate any sucn Dill as 
aforesaid whereon there shall not be such adhesive stamp as afore- 
said duly affixed, or if any person who ought as directed by this 
Act to cancel such stamp in manner aforesaid shall refuse or 
neglect so to do, such person so offending in any such case shall 
forfeit the sum of fifty pounds ; and no person who shall take or 
receive from any other person any such bill as aforesaid, either in 
payment or as a security, or by purchase or otherwise, shall be 
entitled to recover thereon, or to make the same available for any 
purpose whatever, unless at the time when he shall so take or 
receive such bill there shall be such stamp as aforesaid affixed 
thereon and cancelled in the manner hereby directed." 

" And whereas, under and by virtue of certain Acts relating 
to stamp duties, certain drafts or orders for the payment of 
any sum of money to the bearer on demand, drawn upon any 
banker or person acting as a banker, residing or transacting the . 
business of a banker within fifteen miles of the place where such 
drafts or orders are issued, are exempted from all stamp duty, 
and it is expedient to prevent the negotiating or circulating of 
such drafts or orders unstamped at any place beyond the dis- 
tance of fifteen miles from the place where the same are made 
payable : Be it enacted, that no such draft or order as aforesaid 
shall, unless the same be duly stamped as a draft or order, be 
remitted or sent to any place beyond the distance of fifteen miles 
in a direct line from the bank or place at which the same is made 
payable, or be received in payment, or as a security, or be other- 
wise negotiated or circulated at any place beyond the said distance; 
and if any person shall remit or send any draft or order not duly 
stamped as aforesaid to any place beyond the distance afofesaid, 
or shall receive the same in payment or as a security, or in any 
manner negotiate or circulate the same at any such last-meu- 
tioned place, he shall forfeit the sum of fifty pounds." * 
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If a woman accepts a bill, and is married before it 
becomes due, her husband may be sued for the amount, 
but she cannot. If a bill be indorsed to a woman, who 
afterwards marries, her husband must indorse the bill, 
unless she indorses it as the agent and by the authority 
of her husband. Should she have occasion to sue any 
of the antecedent parties to a bill, the action must be 
brought in the name of the husband, or else in the joint 
names of the husband and the wife. If a woman who is 
actually married accepts a bill by and with the authority 
of her husband, the acceptance is binding on the husband ; 
but if she accepts a bill without his authority, he cannot 
be legally compelled to pay it, unless it were given for 
articles necessary to her support 

A person under twenty-one years of age, whether 
accepter, drawer, or indorser of a bill of exchange, cannot 
be sued at law, except the bill be drawn upon him for 
necessaries ; but if he draw a bill, and transfer it to a 
third perison, the third party may sue the accepter. The 
term " necessaries *' is generally considered to include not 
only those things which are essential to existence, but 
those also which are suitable to the rank of the party. 
Many articles are considered necessary to the son of a 
nobleman which would not be necessary to a. man of an 
inferior station in society. 

If the drawee refuse to accept a bill, the holder may 
immediately bring an action for the amount against all 
the other parties, without waiting until the biU becomes 
due. And should the word " at " be written before the 
name of the drawee, it makes no difference, especially if 
it be written in such a manner as if designed to escape 
observation. But it is the practice of the London bankers 
to hold bills refused acceptance, and merely give notice of 
the circumstance to the party who sent it to the bank. 
li^ however, it be an inland bill, drawn after sight, the 
bill is note(^ for non-acceptance. If it be a foreign bill, 
it is protested, and the protest sent to the last indorser. 
If the biU be not paid when due, it is then protested for 
non-payment, and with the second protest returned to the 
last indorser. When a biU is drawn after sight, the day 
on which it is noted or protested for non-acceptance, is 
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regarded as the day on which the drawee has seen it, and 
the time on which it 'will become due is calculated 
accordingly. 

If the accepter, drawer, and all the indorsers to a bill 
become bankrupts, . the holder may prove for the full 
amount under each commission, and receive a dividend 
under each, provided he do not receive altogether more 
than 20s. in the pound. But if he receive a dividend 
under one commission before proving under the others, he 
can only prove for the balance. 

If a bill be lost, immediate notice should be given £o 
the accepter, and to the bankers or other parties iat whose 
house it may be made payable. If, after such notice, they 
pay the bill to any person who has not given value for it, 
they are accountable to the loser. But a person who had 
given value for a lost or stolen bill, to a thief, or to a 
finder, can recover the amount from all the parties in the 
same way as though he had received it in the course of 
business from the last indorser, provided the bill was not 
specially indorsed. But if it was specially indorsed, and 
the thief or finder should have forged the indorsement, 
the holder cannot recover the amount, even Uiough he 
may have given value for the bill, but he must sustain 
the loss. 

If a lost bill should have been specially indorsed, or if 
the loser can prove that the bill has been destroyed, he 
can bring an action against the accepter for the amount. 
But if he cannot prove that the bill is actually destroyed, 
and it was indorsed in blank, he cannot recover from the 
accepter. For it is possible that a finder may pass it for 
a valuable consideration to another party, who would thus 
be a bond fide holder, and might compel the accepter to 
pay him the amount. In this case, therefore, the loser 
has no redress in law, but he may apply to a court of 
equity, and might obtain an order upon the accepter to 
pay the amount of the lost bill upon receiving a satisfeic- 
tory indemnity. The loser of a bill should cause payment 
to be demanded from the accepter the day it falls due, and 
give notice of dishonour to the drawer and indorsers, in the 
same way as though he had the bill in his possession. 

A country banker gave change for a Bank of England 
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note for lOOJ. which had been stolen. It was done at the 
time of the races, and immediately on opening the bank. 
The party who brought it stated he had some bets to pay 
at the race-course, and gave a fictitious address, which was 
written on the note. The loser of the note brought an 
action against the banker, and recovered the amount. 
The judge who tried the cause, stated that in his opinion 
there had been laches, i. e. neglect on the part of the 
bankers in not making further inquiry^ and imder his 
direction the jury returned a verdict for the plaintiff. 

Referring to the above decision, Seigeant Byles ob- 
serves :•;— 

''But it is now definitely settled that if a man takes honestly 
an instrument made or become payable to bearer, he has a good 
title to it, with whatever degree of negligence he may have acted, 
unless his gross negligence induce the jury to find fraud."* 

Last January the following case was tried in the 
Cburt of Queen's Bench : — 

' ''An action of considerable importance was tried in the Court 
of Queen's Bench on the 22d of January. The question involved 
was the right of money-changers to take Bank of England notes 
in disregard of notices that thev had been stolen. The action was 
brought by Messrs. Adam Spielmann and Co., of London, as cor- 
respondents of Messrs. Meyer Spielmann and Co., of Paris, to 
recover the amount of two iBank of England notes for 500/. each, 
which had formed portions of notes, for the value in all of 3,000/., 
stolen from Messrs. Brown, Shipley and Co., of Liverpool. The 
notes were stolen in November, 1852, and it was proved that 
notices of the robbery were delivered at the places of business of 
both firms. One of the notes was alleged to have been received 
by Meyer Spielmann and Co., in Paris, from a person giving the 
name of G. P. Howard, and the other from A. Monteaux, a money- 
changer in Paris, which note also had the name of G. P. Howard 
upon it. Both notes were remitted by Messrs. Meyer Spielmann 
and Co. to Messrs. Adam Spielmann and Co., and received by 
them in London on the 17tn of June last. On behalf of the 
plaintiff it was contended that, the notes having been taken in the 
ordinary course of business, he was entitled to recover upon them. 
Lord Campbell left to the jury the question whether Meyer 
spielmann took the notes bond fide and lor value; whether Adam 
Spielmann received them bond fide as a remittance ; and whether 
the notices were left at the places of business of both parties. 
The jury found that Meyer Spielmann and Co. did not take the 
notes bond fide for value ; that Adam Spielmann and Co. did take 

* Bjrlet on Bills of Exchange, page 126. 
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them bond fide as a remittance ; and that tiie notices were duly 
received. Upon this finding, Lord Campbell directed a verdict to 
be entered /or the Bank of England." 

The Editor observes : — 

'' It is hoped that this decision will have the effect of preventing 
the practice, which has become too common, of taking stolen notes, 
which cannot be passed in England^ to the chief cities of Europe, 
and there obtaining the amount through money-changers, who 
afterwards claim the value from the Bank, on the groimd that the 
notes have been taken in due course of business, although, in fact, 
no sufficient inquiry has been made as to the bona fides of the trans- 
action, or the respectability of the party presenting them." * 

But in a similar action brought by Messrs. Eapha.el 
and Co. on the part of Messrs. St. Paul and Co., of Paris, 
against the Bank of England, for the amount of another of 
these stolen notes, the verdict was for the plaintiff. The 
following were the points on which the jury were directed 
to decide : — 

" 1. Was the money paid ? 2. Were the notices served on St. 
Paul and Co. P 3. Did they know of, and had they the means of 
knowledge of the robbery at the time they discounted the note ? 
The jury, after retiring for three quarters of an hour, found, in 
answer to these questions, — 1. That Messrs. St. Paul gave full 
value for the note. 2. That the notices were served. 3. That the 
notices were not taken proper care of, and that St. Paul had the 
means of knowledge if he hsid taken proper care of the notice, but 
that he did not know of the loss at the time ; and, lastly, that ^he 
plaintiff took the note bond fide, 

" Verdict for the plaintiff— 534/. Execution to be stayed, but 
no points reserved." 

Any material alteration of a bill of exchange vitiates 
the bUl, and it cannot be legally enforced against any of 
the parties, unless the alteration be made before the bill 
be accepted, and also before it has passed out of the hands 
of the drawer. 

Thus, if a bill be left for acceptance by the drawer, and 
the drawee alter the date, time, or amount of the bill, and 
then accept it, the alteration does not affect the validity 
of the bill : but if the bill be left for acceptance by a third 
party, and the drawee then alters and accepts the bill, the 
bill is vitiated. Any alteration in the date, sum, time, 
name of drawer or payee, or appointing a new place of 
payment, is a material alteration, and requires a new 

* Bankers' Magazine, March, 1855. 
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stamp. But any alteration made only with a view of cor- 
recting a mist£^e does not vitiate a bill, provided it be 
made with the concurrence of all the parties. If a drawee 
accepts a bill, and before he gives the bill out of his 
possession cancels his acceptance, he cannot be compelled 
to pay it. 

A bill must be presented in reasonable time. But what 
is a reasonable time, is a question of consideration for the 
jury, and the decision has varied according to circum- 
stances. If a bill be presented at a banker's after the 
hour of business, the presentment is not in reasonable 
time. Nevertheless such a presentment is a legal pre- 
sentment, if the banker or any person on his behalf should 
be there to give an answer to the party presenting it. 

Cheques, and notes payable on demand, should also be 
presented for payment within a reasonable time after they 
are received. It has been held that a person who receives 
a cheque is not bound to present it at the banker's till 
the next morning ; and if the bank was at a distance, he 
was not bound to put the cheque into the post-office until 
the next day. But, perhaps, it would not be safe to rely 
upon these decisions. No general rule can be given ; for 
the time which may be reasonable in one case may be 
unreasonable in another. 

If 'a banker receives a bill or note by post, he is not re- 
quired to present it until the next day. 

" A man taking a bill or note payable on demand, or a cheque, 
is not bound, laying aside all other business, to present or transmit 
it for payment the very first opportunity. It has long since been 
decided, in numerous cases, that, though the party by whom the 
biU or note is to be paid live in the same place, it is not necessary 
to present the instrument for payment till the morning next after 
the day on which it was received. And later cases have established, 
that the holder of a cheque has the whole of the banking hours of 
the next day within which to present it for payment."* 

In the following case it was decided that the present- 
ment of a bill of exchange at the clearing-house is a legal 
presentment. 

" On the 11th September, between onfe and two o'clock, the 
defendants gave the plaintiffs a cheque upon Bloxam and Co. then 
baiters, in payment for goods. The plaintiffs lodged the cheque 
with Messrs. Hairison, then bankers, a few minutes after four ; 

* Byles's Law of Billt of Exebange, page 123. 
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and they presented it between five and six to Bloxam and Co., 
who marked it as good. It was proved to be the usage among 
London bankers, not to pay any cheque ^)resented by or on be- 
half of another banker after four o'clock, but merely to mark it if 
good, and pay it next day at the clearing-house. On the 12th at 
noon, Harrisons' clerk took this cheque to the clearing-house, but 
no person attended for Bloxam and Co., who stopped payment at 
nine on that morning, and the cheque was therefore treated as 
dishonoured. The plaintiffs, in going with the c])eque to Har- 
risons', passed Bloxams' house. On a case stating these facts, the 
court held that there liad been no laches in the plaintiffs, in not 
presenting the cheque to Bloxam and Co, on the 11th for pay- 
ment, or m his bankers, in not presenting it at the banking-house, 
but merely at the clearing-house, and therefore gave judgment for 
the plaintiff."* 

Bills may be negotiated after they are due, but the 
party receiving an over-due bill cannot acquire a claim 
which the party holding the bill did not possess. For 
instance, one party may draw an accommodation bill upon 
another. As in this case no value had been given, the 
drawer could not sue the accepter for the amount. But 
if the drawer had passed this bill /or val2ie to a third party 
before it became due, that party could sue the accepter. 
But if the drawer passed it to a third party even for value 
after it became due, the third party could not sue the 
accepter, but would stand in the same situation" as the 
drawer. 

If a party lodge bills with a banker for the purpose of 
being collected, and the amount when received to be 
placed to his credit, and the banker gets them discounted, 
and applies the money to his own use, the customer has 
no redress except against the banker. The party who has 
given value for the bills to the banker can eiiforce pay- 
ment of them. 

As the giving notice of the dishonour of a bill or cheque 
is of considerable practical importance, I shall make a few 
extracts upon the subject from Mr. Justice Bayley's Trea- 
tise on Bifis of Exchange. 

" Though no prescribed form be necessary for notice of the 
dishonour of a bill or note, it ought to import that the person to 
whom it is given is considered liable, and that payment from him 
is expected. 

** And the notice ouglit to import that the bill or note has been 

* Bayley on Bills of Exchange. 
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dishonoared : a mere demand of payment and threat of law pro- 
ceedings in case of non-payment is not sufficient. 

" Especially if such demand be made on the day the bill or note 
becomes due. 

" Notice must be given of a failure in the attempt to procure 
an acceptance, though the application for such acceptance might 
have been unnecessary ; otherwise the person guilty of the negkct 
may lose his remedy upon the bill. 

" The notice must come from the holder, or from some party 
entitled to call for payment or reimbursement. 

" A notice from tne holder or any other party will ensure to the 
benefit of every other party who stands between the person giving 
the notice, and the person to whom it is given. Therefore, a 
notice from the last indorsee to the drawer will operate as a notice 
from each indorsee. 

"It is, nevertheless, prudent in each party who receives a 
notice, to ^ve immediate notice to those parties against w{]om he 
may have nght to claim ; for the holder may have omitted notice to 
some of them, and that will be no protection, or there may be 
difficulties in proving such notice. 

" A notice the day the bill or note becomes due is not too soon; 
for though payment may still be made within the day, non-payment 
on presentment is a dishonour. 

"To such of the parties as reside in the place where the 
presentment was made, the notice must be given at the farthest 
oy> the expiration of the day following the refusal : to those who 
reside elsewhere, by the post of that or the next post day. Each 
party has a day for giving notice, and he is entitled to the whole 
dav ; at least, eight or nine o'clock at night is not too late. He 
will be entitled to the whole day, though the post by which he is 
to send it goes out within the day. 

" And though there be no post the succeeding day for the place 
to which he is to send.. Therefore, where the notice is to be sent 
by the post, it will be sufficient if it be sent by the post of the 
following day. Or, if there be no post the following day, the 
day after. 

" Where a party receives notice on a Sunday, he is in the same 
situation as if it did not reach him till the Monday; he is not bound 
to pay it any attention till the Monday, and has the whole of 
iionda^ for the purpose. So, if the day on which notice ought thus 
to be given be a day of public rest, as Christmas-day or Good 
!Friday, or any day appointed by proclamation for a solemn fast or 
thanksgiving, the notice need not be given until the following day. 

" And it has been held that where a man is of a religion which 
gives to any other day of the week the sanctity of Sunday, as in 
the case of the Jews, he is entitled to the same indulgence as on 
that day. 

'* Wnere Christmas-day, or such day of fast or thanksgiving, 
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shall be on a Monday, notice of the dishonour of bills or notes 
due or payable the Saturday preceding need not be given until the 
Tuesday. 

"And Good Friday, Christmas-day, and any day of fast or 
thanksgiving, shall, from 10th April, 1827, as far as regards bills 
or notes, be treated and considered as Sunday. 

" But these provisions do not apply to Scotland. 

" If the holder of a bill or note place it in the hands of his 
banker, the banker is only bound to give notice of its dishonour 
to his customer, in like manner as if the banker were himself the 
holder, and his customer were the party next entitled to notice. 

" And the customer has the like time to communicate such 
notice, as if he had received it from a holder. 

" Aid therefore, by thus placing a biU or note in a banker's 
hands, the number of persons from whom notice must pass is 
increased by one. 

" Thus notice sent by a London banker to a London customer, 
the day after the dishonour, is in time; and if the customer 
communicate that notice the day following, that will be in time also. 

" It is no excuse for not giving notice the next day after a party 
receives one, that he received his notice earlier than the preceding 
parties were bound to give it ; and that he gave notice within 
what would have been proper time if each preceding party had 
taken all the time the law allowed him. The time is to be 
calculated according to the period when the party in fact received 
his notice. Nor is it any excuse that there are several intervening 
parties between him who gives the notice, and defendant to whom 
it is given ; and that if the notice had been communicated through 
these intervening parties, and each had taken the time the law 
allows, the defendant would not have had the notice sooner. 

" Sending a verbal notice to a merchant's counting-house in 
the ordinary hours of business, at a time when he or some of his 
people might reasonably be expected to be there, is sufficient ; it 
IS not necessary to leave or to send a written notice, or to send 
to the house where he lives. Sending notice by the post is 
sufficient, though it be not received ; and where there is no post, 
it is sufficient to send by the ordinary mode of conveyance. 

" And it is not essential the notice should be sent by the post 
where there is one ; sending to an agent by a private conveyance, 
Ihat he may give the notice, is sufficient, if the agent give the 
notice, or take due steps for the purpose, without delay. 

" Notice to one of several partners is notice to all : and when 
a bill has>been drawn by a firm upon one of the partners, and by 
him accepted and dishonoured, it is unnecessary to give notice of 
such dishonour to the firm ; for this must necessaruy be known 
to one of them, and the knowledge of one is the knowledge of all. 

*' Upon an acceptance payable at a banker's, notice of non- 
payment need not be given to the accepter; for he makes the 



ON BANEIKO. 61 

bankers his agents; presentment to them is presentment to 
him. 

" A .person who has been once discharged by laches from his 
liability on a bill or note, is always discharged. And, therefore, 
where two or more parties to a bill or note have been so dis- 
charged, but one of them, not knowing of the laches, pays it ; be 
pays it in his own wrong, and cannot recover the money from 
another of such parties." 

As many bills drawn in foreign languages pass through 
the hands of a London banker, it may be useful to give a 
list of some of those words which express the amount and 
the time, the two main points in a bill of exchange : 

English One T\vo Three Sixty Ninety. 

German Ein Zwei Drei Sechzig Neunzi^. 

Dutch £en Twee Drie Zestig Negentig. 

French ...... Un Deux Troi. Soix«,te {«"^'{J;^«?,-^' 

Italian Uno Due Tre Sessanta Nonanta,orNoTanta. 

Spanish Uno Dos Tres Sesenta Noventa. 

Portuguese... Hum Dous Tres Secenta Noventa. 

Swedish £n Twa Tre Sexti Nitti. 

Danish Een To Tre Tredsindstyve Halvfemtesindstyye. 

English Two Months after date. 

German Zwei Monate nach dato. 

Ihitch Twee Maanden na dato. 

French A deux moia de date. 

Italian A due mesi dopo data. 

rr • T j A dos meses de la fecba. 

'*^'*"^ lA dos meses data. 

Portuguese A dous mazes de data. 

Swedish Twa manander ifrau dato. 

Banish To maaneder efter dato. 

English Three days after sight. 

German Drei tage nach sicnt. 

Butch Drie da^en na zigt. 

Trench A trois jours de vue. 

Italian ^..ft J""* ^"""J T**' • , 

(A tre giomi dopo vista. 

Spanish A tres dias vista. 

Portuguese A tres dias vista. 

Swedish Tre dagar efter sigt. 

Banish Tre dage efter sigt.* 

In aU the above languages, "at sight" is usually 
expressed by a vista, except the French, which expresses 
it by d vue. " At usance " is expressed by a uso or ad 
V80, The names of the months so nearly resemble the 
English, that a mistake can but rarely occur. 

♦ These phrases are taken from a small pamphlet, called The Interpreter, com- 
piled and translated by a Member of the Society of Public Notaries in Londoa. 
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The following are forms of bills in each of the above- 
mentioned languages : — 



French. 
Lille, k 28 Septembre, 1848. Bon pour £158 9 Sterlings. 

An vingt-cinq Becembre prochain, payez par ee mandat a 
Vord/re de nom-memes la somme de cent cinquante-huit livres 
sterlings 9 schellings valeur en nous-memes et que passerez 
suivant Pavis de 



A Messrs. 



a Londres.. 



GERMA.N. 

Numberg, den 28 October, 1848. Pro £100 Sterling, 

Zwei Monate nach dato zahlen Sie gegen diesen Prima Wechsel 

an die Ordre des Herrn Ein Hundert Pfund 

Sterling den Werth erhalten. Sie bringen solche auf Rechnung 
laut Bericht von der 

Eerren 



London. 



Dutch. 
Grouwy den 1st Novefiiber, 1848. Foot £59 17 6 

Twee maanden na dato gelieve TJBd te betalen voor dezen omen 
prima Wisselbrief de secunda niet betaald zynde aan de ordre 

van de Heeren negen ^ vyftig Ponden zevenfien 

schelling en zespences sterling, de waarde in rekening UEd stelle 
het op rekening met ofzonder advys van 



de Heer 



te London. 



Italian. 

Livorno, le 25 Settembre, 1848. Per £500 Sterlins. 

A Tre mesi data pagate per questa prima de Cambio {una sol 

volta) all* ordine , la somma di Lire 

cinque cento sterline valuta cambiata, e ponete in conto M. S. 
secondo Vavviso Addio 



Al 

Londra. 



ON BANKING. 63 



Spanish. 

Malaga, a 20 de Seth^^ de 1848. Son £300. 

A noventa dias fecha se serviran V* tnandar pagar por esta 

primera de cambio d la orden de los S^es 2Ve8 

dentas libras Esterlinas en oro o plata valor recibido de dhos 
gre$ qjiff anotaran valor en cuenta segun aviso de 



A los /S^«* 



Londres. 



POETUGUESE. 

£600 Esterlinas. Lisbon, aosSde Dezembro de IS^-S. 

A Sessenta dias de vista precizos pagar d V 

poT esta nossa itnica via de Letra oegura, a nos ou a nossa 
Ordem a quantia acima de Seis Centos Livras Esterlinas valor 
de nos recebido em Fazendas, que passera em Comta segundo o 
aviso de 



Ao Sen^ 



Londres. 



Swedish. 

Bjomeberg, den 23 September, 1848. For £ Sterl 100. 

Nittio Bagar efter dato behagade H. H. emot denna prima 

Wexel {secundo obetald) betala till Herr 

elle ordres Etthundra Fund Sterling som stalles i rakning enligt 
avis. 



Herrar 



London. 



Danish. 

Kjobenhavn, 9 December^ 1848. Rbae 4,000. 

Tre maaneder efter dato behager de at betale denne Frima 

Vexely secunda ikke, til Herr eller ordre med 

Fire Tttsinde Rigsbank Baler, Valutta modtaget og stilles i 
Itegning ifolge advis. 

Herrer 

London. 
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Formerly bills of exchange constituted a large propor- 
tion of the circulating medium of Lancashire, and supplied 
the place of country notes. The following account is given 
by J. Gladstone, Esq. M. P., before a Parliamentary Com- 
mittee : — 

"We sell our goods, not for nayments in cash, such as are 
nsual in other places, but generallj at credits from ten days to 
three months, to be then paid for in bills on London at two or 
three months' date ; those bills we pay to our bankers, and receive 
from them bills or cash when we have occasion for either, to make 
our payments. The bank notes or gold we require for our ordinary 
purposes and charges of merchanctise of every description. The 
account is kept floating. The interest on both sides is calculated 
at the same rate, at present five per cent. Last year the rate was 
reduced to four ; and the banker charges a commission of a quarter 
per cent, on the amount of one side of the account ; that charge 
is his remuneration, and that of his bankers in Loudon, for paying 
our acceptance there, both inland and foreign. The account 
fluctuates, depending on the confidence the banker may have in 
his customers; if that confidence is entire, the customer is 
occasionally in his banker's debt, but more frequently the balance 
is in his favour. 

''Does that extend to the whole of Lancashire? — ^I believe the 
system at Manchester, Preston, and the other principal towns, is 
similar; I am not aware of any other. There are some small 
country bankers in the neighbourhood of Manchester who issue 
promissory notes, but I do not know anything of their practice : 
none of the more respectable banks in Lancashire do issue thena,"* 

" If I sell a thousand pounds' worth of goods to a wholesale 
grocer, or any other person who again distributes them to his 
customers in the country, when he comes to pay me the 1000/. he 
will do so in bills, running from 10/. to any other sum ; the 1000/. 
may be paid in twenty or thirty bills of exchange, drawn on 
London, and generally at two and sometimes three months' date.""!* 

Mr. Lewis Loyd, of the firm of Messrs. Jones, Loyd & 
Co., estimated in 1826, that the circulation of Manchester, 
consists of nine parts bills of exchange, and the tenth part 
gold and Bank of England notes. Others think, the pro- 
portion is as high as twenty to one, or even fifty to one. J 
Mr. Loyd stated he had seen bills of lOZ. with 120 indorse- 
ments upon them j and when the stamp duties were lower, 

* Lords, 216, Gladstone. t Lords, 227, Gladstone. 

t See Evidence of Le^vis Loyd, Esq. and of Mr. Henry Burgess, before the 
Committee of the House of Lords, pp. 294, 298. 
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bills were drawn of a^ less amount. He gives the following 
criteria of accommodation bills. " Bills that are issued iot 
speculation generally travel to London very rapidly, with 
very few indorsements upon them ; they are wanted to be 
converted into bank notes immediately, and come quite 
clean, and without any marks of negotiation upon them ; 
and besides that, we know the parties upon|^them pretty 
weU." In Scotland an accommodation bill is called a 
wind bill. 

It may be mentioned, that after the establishment of 
branches of the Bank of England at Manchester and 
Liverpool, the bill circulation, of Lancashire was consider- 
ably diminished. Most of the banks made agreements 
with the branch bank, stipulating that, in consideration of 
having a certain amount of discount, at a reduced rate of 
interest, they would not issue for local circulation any bills 
they had discounted for their customers. These agreements 
have been modified since the Act of 1844 ; but still the main 
circulation of Lancashire consists of Bank of England 
notes. It would not now be possible to find a bill with 
120 indorsements. 

The late Mr. Leatham attempted to calculate the amount 
of bills in circulation, or, more properly speaking, in 
existence, during each year. He, through Lord Morpeth, 
obtained a return of the number of stamps issued from 
1835 to 1839 inclusive, and based his calculations on the 
supposition that each bill was circulated for half the amount 
which the stamps would cover, which was considerably 
under the aniount. From the experience of his own bank, 
compared with that of the principal discount offices in 
London, he found that the average date of bills, including 
foreign and inland, was three months. He then took the 
whole stamps for a year, and divided them by four, which 
gave the amount circulating at one time. By a similar 
induction, he estimated foreign bills at one-sixth of the 
English, though the proportion was rather greater ; and 
he took the same average for Irish bills in the years where 
no official returns had been made. The following table 
shows the results of his calculations on the subject : — 
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SECTION VI. 

THE ADMINISTRATION OF A BANK WITH REGABD TO THB 
EMPLOYMENT OF ITS SURPLUS FUNDS. 

The means of a London banker consist mainly of his 
capital and his deposits. A certain portion of this sum 
is kept in the till, to meet daily demands; another portion 
is advanced in the way of discoimts or loans to his cus- 
tomers. The remainder forms his surplus fund, of which 
a part will probably be invested in Government securities; 
loans to bill brokers, payable on demand ; in short loans 
on the Stock Exchange, or in first-rate bills obtained 
through the bill brokers, and hence styled brokers' bills. 
The Government securities are the more permanent of 
these investments. The amount will seldom vary. It is 
not deemed creditable for a bank to speculate in the 
funds, or to buy and sell stock frequently, with a view of 
making a profit by the difference of price ; hence a banker 
sells his Government securities only in a season of pressure, 
as a means of precaution, or in order to meet urgent 
demands. On other occasions, he will, when necessary, 
reduce his short loans or brokers' bills. These form his 
fluctuating investments. In seasons when money is abim- 
dant his deposits will increase, and perchance, at the same 
time, the demand of his customers for loans or discoimts 
will diminish. His surplus funds will thus increase. 
But these temporary surplus funds he will on no account 
invest in Government securities, as his deposits will be 
certainly, and perhaps suddenly, reduced, and he might 
have to realize his Government securities at a loss. He 
will in this case increase his loans to brokers, and his 
brokers' bills. And though he will get as much interest 
as he can, he will take a very low interest rather than 
keep the money unproductive in his till, or invest it in a 
more permanent form. We will now take a short review 
of the different kinds of investment we have mentioned. 
The three grand points for consideration are, converti- 
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bility — exemption from loss — ^and a good rate of interest. 
But first we will notice those circumstances which regulate 
the amount of cash to be kept in the till. 

The amount of money which a banker will keep in his 
till depends upon circumstances. First, the amount of 
his deposits. It is natural to suppose that when his 
deposits are large, he will keep more money to meet them 
than when his deposits are small. — Secondly, the amount 
of his daily payments. These will not at all times corre- 
spond with the amount of the deposits; for some accounts 
are more operative than others. On commercial accounts, 
for instance, the payments will be much heavier in pro- 
portion to the average balance than on accounts which 
are not commercial. The city bankers pay much larger 
sums every day, in proportion to the amount of their 
deposits, than the bankers at the west-end. — Thirdly, if a 
banker issues notes, he will keep a less amount of other 
money in his till. The popular opinion is, that he keeps 
more, as he has to provide payment for his notes as well 
as his deposits. This is true in seasons of pressure. But 
in ordinary times he keeps less, as he pays the cheques 
drawn on account of his deposits with his notes, and these 
notes often get into the hands of another banker, with 
whom he settles by a draft on London. His* reserve to 
meet his notes is kept, not in his own till, but in London, 
where it probably yields him interest. Indeed, when his 
deposits are withdrawn in large amounts, they are more 
usually withdrawn by a draft on London than in any other 
way. — Fourthly, the number of the branches. If a bank 
has many branches, the total amoimt of cash kept in the 
tills of the head office and all the branches put together 
will be considerably more than would be required if 
the whole of the business were collected into one place. 
In the case of a run the difference is considerable, as 
every point open to attack must be well fortified. The 
stoppage of one branch, even for a short time, would 
bring discredit upon the whole establishment. — Fifthly, in 
London the amount of notes to be kept in the till will be 
affected by the privilege of clearing. Those bankers that 
"clear," can pay bills and cheques upon them by the 
bills and cheques they have upon other bankers. Those 
banks that do not clear must pay all the bills and cheques 
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Upon them in bank notes before they receive payment of 
the bilk and cheques they have upon other bankers. 
Hence they must lock up every night with a larger amount 
of cash in their vaults^ 

We need hardly say, that vith every banker the amount 
in the till will fluctuate from day to day. Though a 
banker has a certain average amount in Ms own mind, 
below or above which he does not swerve very widely, 
yet the cash-book will seldom be exactly this amount. 
Sometimes he will strengthen his till, in the prospect of 
large payments that may come upon him suddenly. At 
other times he will run his till low for a day or two, in 
expectation of large simis that will shortly be due to him. 
During the day, too, either the receipts or the payments 
may be heavier than he expected ; and hence, now and 
then, the cashier reports to the chief clerk or to the 
banker the state of the till, in order that, if necessary, it 
may be replenished. The temperament of a banker, too, 
has some eflect in this case. Some bankers are so cau- 
tious that they will " lock up " with a large amount of 
cash ; others are so anxious to make profit, that they will 
keep their cash very low. The state of the money market 
will also influence the tills of the bankers. When money 
is abimdant, a banker will lock up with more money than 
he wants, because he cannot employ his funds. When 
money is so scarce as to betoken a pressure, he will also 
lock up strong, so as to be prepared for any emergency. 
In fact, there can be no general rule for regulating the 
amount of the till. Every banker must be guided by the 
experience of his own bank The directors of the Bank of 
England consider that their reserve in bank notes and 
gold should be equal to about one-third of their deposits. 
From the accounts published by some of the London 
joint-stock banks, it would appear that the ** cash in hand " 
is equal to about one-eighth or one-tenth of their liabilities. 
Even this, we conjecture, is a higher proportion than that 
which is generally kept by London bankers, especially by 
those who settle their accounts with each other at the 
clearing-house. 

To resume : — After a banker has furnished his till, and 
supplied his customers with such loans and discounts as 
they may require, he has a surplus of cash. Thia «va?^\\5«k 
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may be considered as being divided into two parts — 
though it is never actually so divided — ^the permanent 
surplus, which the banker is not likely to require, ex- 
cept in seasons of extreme pressure, and the temporary 
surplus, arising from fluctuations in the deposits. We 
shall now notice those modes of investment to which we 
have referred. 

With regard to Government securities, we have high 
authority from the testimony of practical bankers. Tike 
following are quotations given before the Joint-stock Bank 
Committee, in the year 1836, by the late Vincent Stuckey, 
Esq., the founder of Stuckey's Banking Company, in Somer^- 
setshire, and the late James Marshall, Esq., the Secretary 
of the Provincial Bank of Ireland. 

Mr. V. Stuckey : — 

" What is your reason for keeping so large a sum in Government 
stock? — ^I have always found from my experience, except two 
days in my life^ that I could get money more easily upon those 
securities than any other. 

"Is it easier, in times of emergency, to obtain money oh 
Government stock than on good Mercantile bills P — I have always 
found it so. 

"You do not concur with any witnesses who state that they 
have found good negotiable bills more easy to obtain money upon 
than Grovemment stock P — No : I have never found that witn a 
good bill, even of the house of Baring, I could get money more 
easily than on Government stock. 

" Do you consider that, generally speaking, in London the rate 
of interest at which you borrow money on exchequer bills tmd 
stock is notoriously lower than that at which you borrow on bills 
of exchange P — ^Yes, it is lower, and for that reason we generally 
adopt it." 

Mr. James Marshall : — 

" Will you inform the Committee whether it is the usage of the 
Provincial Bank to invest any portion of its funds in the public 
securities P — ^It has been its uniform practice so to do. 

" By public securities, what do you understand P — The Consols, 
for instance ; there are various kinds of Grovemment stock : ex- 
chequer bills, and Bank of England stock, are generally considered 
as a public sort of security. ' - 

"Do you hold stock in London only, or in Dublin as well as in 
London P — ^In Dublin but to a limited amount, because it is not 
easily convertible there. 

On what ground is it that it is not easily convertible in 
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Dublin ? — rrom the limited nature of the market as compared 
with London ; we could not sell even an immaterial sum without 
lowering considerably the price. 

" Have there not been at various times, from various causes, 
runs on the Provincial Bank, which rendered it necessary to supply 
large amounts of specie to that country ? — ^There have, repeatedly. 

"Do you consiaer, from your experience, that it would have 
been competent to the bank to have maintained its full security, 
with satisfaction to the directors, if they had not been possessed 
of very considerable funded property in this country ? — feertainly 
not ; speaking of the last run that happened especially, I must say 
that that differed from any former run in this respect. 

"You were conversant with the management of the Scotch 
banks prior to your connexion with the Provincial Bank ? — Yes. 

'* Is it not the usage of all the Scotch banks in like manner to 
maintain a very considerable portion of their funds as invested in 
the Grovemment securities? — ^I believe the practice with all is 
generally so« but I can speak particularly to that of the three 
oldest Mnks — as they are commonly called, the three chartered 
banks, — the Bank of Scotland was erected by Act of Parliament, 
the Iloyal Bank of Scotland and the British Linen Company are 
erected by charter, but have been recognised in the same way, so 
that there are three public banks in distinction to any of the sub- 
sequently-formed banks; I can state from personal knowledge, 
that these banks have bad always a very large sum indeed invested 
in the funded property of the kingdom. 

" Do you consider it would be a safe system of bankino:, if .the 
capital of the bank was altogether invested in commercial bills ?— r 
Certainly not." 

Of the various kinds of Government stock, consols are 
the best, as there is a more ready market for this kind of 
stock, and money can usually be borrowed on them until 
the next account day ; so that, if a banker has only a 
temporary demand for money, he may thus obtain it at 
a moderate interest, when, by selling his stock at that 
time, he might sustain loss. The Bank of England has 
recourse, sometimes, to this mode of strengthening her 
reserve. Sometimes, too, a banker may make a profit by 
lending his consols. At the monthly settlings, among the 
brokers, stock is sometimes in demand, and money maybe 
obtained upon consols, until the next settling, without pay- 
ing any interest; and the banker may employ the money in 
the mean time. As, however, the rate of interest is usually 
low in such seasons, his profit wiU rarely be great. 
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It is not advisable, however, that all the stock a banker 
holds should consist of consols. For a month before the 
payment of the dividends in January and July, this stock 
is shut, and during those times he can neither sell his 
stock, nor borrow money upon it. This may be incon- 
venient, and he can only avoid this inconvenience by sell- 
ing or lending his consols, just before the shutting,- on the 
best terms he can. To avoid either of these alternatives, 
it is better he should divide his stock, and hold half the 
amount in consols, and half in reduced 3 or in the new 3 
(formerly 3 J) per cents. The dividends on these lattei* 
stocks are payable in April and October, so that by this 
means the banker will always hold an open stock : when 
consols are shut, the reduced 3 and the new 3 per cents. * 
are open, and vice versd. There are no time bargains in 
the reduced 3 per cents., or in the new 3 per cents. ; but 
in ordinary times money can be borrowed upon them at 
the market rate of interest. In seasons of pressure these 
are not so saleable as consols. Bank stock, India stock, 
and long annuities, not being readily convertible, are not 
generally good investment^ for bankers. 

Some bankers avoid all Government stock, and give a 
preference to exchequer bills. They have some advantages. 
As the Government must pay the amount demanded in 
March or June, when they become due, there can be no 
loss beyond the amount of the premium at which they 
were purchased. A banker, too, can borrow money upon 
them quietly and secretly. A transfer of stock is always 
known, and, if for a large amount, will, when money is 
scarce, excite notice, and give the impression that the 
banker is compelled to realise some of his securities, to 
meet demands made upon him by his depositors. But a 
banker can hand his exchequer bills to a stock-broker, who 
will bring him the money, and the party who has granted 
the loan will know nothing about the party for whom it 
was required. On the other hand, there are some dis- 
advantages. Almost every change in the market value of 
money affects the price of exchequer bills ; and whenever 
money becomes abundant, the Government are very apt 
to reduce the rate of interest much below that which can 
be obtained from consols. But a greater objection is, that 
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even in ordinary times^ they are hardly saleable ia large 
amounts. There are not now so many exchequer-bill 
jobbers as formerly, and hence these bills are not so 
readily saleable. On this account, the Bank of England, 
who were formerly large holders of exchequer bills, have 
changed their system, and are now holders of stock. The 
City bankers, too, prefer placing their money with the 
bill-brokers, to investing it in exchequer bills. But they 
are still a favourite mode of investment with bankers at 
the West-end. 

East India bonds yield a higher interest than exchequer 
bills, and the interest cannot be reduced until after twelve 
months' notice from the East India Company. But they 
are by no means so saleable. Money, however, may gene- 
rally be borrowed upon them; and the loans of the Bank 
of England are always announced to be granted on " ex- 
chequer bills, India bonds, and other approved securities." 

Bonds of corporations, or of public companies, are by 
no means proper investments for a banker, except to a 
very moderate amount, and when they have a short time 
to run. They may, however, be taken as security for ^ 
temporary advances to respectable customers. 

Good commercial bills, of short dates, have this advan- 
tage over Government stock or exchequer bills, that a 
banker is sure to receive back the same amount of money 
which he advanced. He can calculate, too, upon the time 
the money will be received, and make his arrangements 
accordingly. And if unexpectedly he should want the 
money sooner, the bills can, in ordinary times, be redis- 
counted in the money market. Another advantage is, that 
he is able to avail himself of any advance in the current 
rate of interest. He will get no higher dividend from his 
investment in Government stock, should money afterw^^rds 
become ever so valuable. But with regard to bills, as they 
fell due he will receive a higher rate of discount with the 
new bills he may take, and thus, as the market rate of 
interest advances, his profits will increase. 

The bankers of Lancashire usually keep the whole of 
their reserves in bills of exchange. If they have a "good 
bill case,** that is, a large amount of good bills in their 
case^ they think themselves prepared to meet any emer« 
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gency. Their objection to Government securities is 
founded, first, upon the low rate of interest which they 
yield ; and, secondly, the possibility of loss, from fluctu- 
ations in price. They contend, too, that good bills of 
exchange are more convertible than even exchequer bills ; 
and, even if not convertible, the money comes back as the 
bills fall due, and thus the reserve is constantly reple- 
nished. The following evidence was given before the Com- 
mittee on Banks of Issue, in the year 1341, by Mr. Paul 
Moon James, the Manager of the Manchester and Salford 
Bank :— 

" Do you mean to say that no portion of the capital of your 
bank is invested in any other security than bills of exchange P — 
At the present time it is not. In the office, at all times, we have 
a larger amount than the liabilities of the bank in good bills of 
exchange. They are coming due every day, and are therefore 
considered a very eligible investment. It is advantageous to a 
bank when it is in a position to get those kind of bills. 

" Do you consider that bills of exchange may safely be rdied 
upon, as affording tiie means by which to obtain money whenever 
you want it ? — After a very long experience, I consider that they 
may be safely relied upon ; they have never failed. 

•* Did you never know them to fail ? — I have known exchequer 
bills to fail, but I have never known bills of exchange to fail. I 
am alluding to the panic of 1825. I could not sell exchequer bills 
for several hours at that time. 

" You could discount bills ? — At that time money was obtained 
upon bills on the same day on which I could not get money for 
exchequer bills ; and having paid a high premium for exchequer 
bills, and met with great loss, I have rather an objection to 
hold them. 

" Do you mean to say, that you recollect a day upon which you 
could obtain money upon bills of exchange, and could not obtain 
money upon exchequer bills ? — I do." 

Some of the Scotch bankers, too, seem to be favourable 
to investments in commercial bills. Mr. Anderson, the 
General Manager of the Union Bank of Scotland, gave the 
following evidence before the Committee on Banks of Issue, 
in 1841 :— 

"Do you consider, in fact, that the holding of a reserve in 
Government securities, gold, and Bank of England notes, inde- 
pendently of the ordinary daily operations of your business, is, or 
IS not, essential to the perfect safetv of a b^k? — I cTo not thii^L 
that it is quite essential that they should be Government secuti- 
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ties. Available securities I should think quite essentia), but then 
comes the question, What is available ? 

" Are you of opinion that bills of exchange are a proper de- 
scription of reserve, to be held independently of the otner species 
of reserves that have been mentioned P — I should think so. 

" You think that bills of exchange may safely be relied upon at 
all times ? — We have Mr. Gurney's authority for saying so. 

"Is there no essential difference between keepmg exchequer 
bills and stock, and keeping bills of exchange as reserves ? — If 
the bills of exchange are perfectly well secured, I should think 
not, so far as the safety of the bank is concerned.*' 

The authority of Mr. Samuel Gumey, from his high 
standing in the City, is so constantly referred to upon this 
subject, that we copy his evidence. It was given before 
the Committee on Joint-stock Banks, in the year 1836 ; 
previous, of course, to the passing of the Act of 1844. 

*• Would not the result from that opinion be, that a properly- 
conducted establishment, whether a private or a joiut-stock bank, 
should have some Government securities or exchequer bills on 
which always to rely as a resource in a moment of such emer- 
gency ? — ^Experience has shown that it is not needful ; bills of 
exchange are quite as good a security to hold in time of difficulty 
as exchequer bUls or stock; in most respects very much better. 

" Cannot you conceive a state of things in the money market — 
a state of mercantile discredit, for instance — when it might be 
possible to procure money on Government securities when it could 
not be procured on private security in the shape of bills ?— Such 
difficulty may possibly exist under very pecuhar circumstances ; 
but I repeat my opinion, that bills of exchange have proved them- 
selves to be a better investment for bankers than stock or ex- 
chequer bHIs. 

** It is quite intelligible why, in ordinary times, bills of exchange 
should be a preferable invBstment for money, inasmuch as there is 
no risk of loss by variation of premium in the purchase and 
resale ; but would you wish the committee to suppose that in the 
case supposed by the question, of a great degree of mercantile 
discredit and doubt, an amount of exchequer biDs would not be a 
more certain security on which to raise money than the bills of 

frivate merchants? — ^That is a difficult question to answer; 
'doubt it. 

" Supposing a period of difficulty to arise, and two country 
bankers came up to liondon, ope who could exhibit Government 
stock to the extent of 25,000/: and 25,000/. in biils of exchange, 
and the other banker exhibiting 50,000/. in bills of exchange only, 
which do you think would l^ve the best means of procuring 
aocommodation in the London market to pay his engagements^ — 

E 2 
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My apprehension is, that they would both get their supplies upon 
any particular emergency : it is my judgment, that to a banker a 
good supply of bills of exchange of first-rate character is a better 
investment for his funds, for which he is liable to be called upon 
on demand, than exchequer bills or any Government security." . 

A London banker never considers as a part of his reserve 
the bills he has discounted for his customers. Nothing 
could damage his credit more than any attempt to redis- 
count these bills. During the war, the London bankers 
had discount accounts with the Bank of England; and 
in the panic of 1825, it is well known they discounted 
largely with that establishment. But since that period 
' they have not done so, and their indorsements are never 
seen in the money market. The practice is now more 
general of lodging money at call with the large money 
dealers. And it is in this way that the London bankers 
make provision for any sudden demand. It is rarely, how- 
ever, that any large demand comes so suddenly as to 
occasion any inconvenience. And it may be observed that 
such bankers as are members of the Clearing-house have 
the whole day to make preparation, — one of the circum- 
stances which enables them to lock up at night with a 
smaller amount of cash. 

In the morning" the banker looks at his *' Cash-book,** 
and observes the amount with which 'he "locked up " the 
preceding night. He then looks at the " Diary," which 
contains his receipts and payments for that day, as far as 
he is then advised. He then opens the letters, and notices 
the remittances they contain, and the payments he is in- 
structed to make. He will learn from these items whether 
he *' wants money," or has " money to spare." If he wants 
money, he will " take in " any loans that may be falling 
due that day, or he may " call in " any loans he may have 
out on demand, or he may go farther, and borrow money 
for a few days on stock or exchequer bills. Should he have 
money to spare, he will, peradventure, discount brokers' 
bills, or lodge money on demand with the bill-brokers, or 
lend it for fixed periods upon stock or exchequer bills. 
There are some bill-brokers who usually make their rounds 
every morning, first calling on the parties who supply 
them with biSs, and then calling ou the bankers who 
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supply them with money. The stock-brokers, too, will 
call after " the market is open," to inform the banker how 
"things are going" on the Stock Exchange, what opera- 
tions are taking place, and whether money is abundant or 
scarce " in the house;" also what rumours are afloat that 
are likely to affect the price of the funds. It is thus that 
a banker regulates his investments, and finds employment 
for his surplus funds. 

In our opinion, it is best for a banker not to adopt 
exclusively any one of the investments we have noticed, 
but to distribute his funds among them all. We have 
seen that practical bankers of high standing have been in 
&your of Government securities, as being at all times 
convertible. The objection on the part of others has been, 
that the value of these securities very much fluctuates, and 
as their realisation will be required only in seasons of 
pressure when the funds are low, it is sure to be attended 
' with loss. On the other hand, it may be stated, with regard 
to "loans on demand," that the recent failures of bill- 
brokers have shown that the " demand " may not always 
be readily met. And with regard to " brokers' bills," the 
numerous &.ilures among houses of the first standing have 
proved that great losses and most inconvenient " locks-up" 
may occasionally take place fi:om such securities. Without 
condemning other modes of investment, we are strongly 
inclined to favour Government securities, though fully 
conscious of the losses they may occasionally produce. 
There is one consideration that must be taken into ac- 
count : a bank that has large surplus funds, if it makes 
no investments in Government securities, will be strongly 
' tempted to invest their funds elsewhere in other securities 
that may not be so convertible. It is true that more 
interest may for a time be obtained,* but ultimately the 
bank may, though in a state of perfect solvency, be 

* At the last General Meeting of the London and Westminster Bank, the 
Chairman, J. L. Ricardo, Esq. M.P., made a comparison between the interest 
obt^ed on money invested in the funds and that employed vrith bill-brokers. 
Upon an average of twelve years the following is the result : — On the 
2d January, 1843, the price of Consols was 94^, which yields an interest per 
annum of 31. Ss. 6d. per cent. The interest allowed upon money at call by 
Messrs. Overend & Co. for twelve year», from January, 1848, to December, 1854, 
would average 21. 10<. lOd. per cent. Upon bills, the rate allowed is usually 
half per cent, more, that is, 3^ 0*. \0d. per cent. 1 ,000,000^. invested at 3/. 3«. 6d, 
would produce annually the sum of 31,750/. At 21. 0«. lOd. per cent, it would 
produce only 30,416/. \3s.id. This shows, that upon an average of yeart ^« 
funds are more productive than brokers' bills. 
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compelled to stop payment from being unable to realise 
its investments. 

Another advantage of a large investment in Govern- 
ment securities is, that the bank, by the publication of its 
balance sheet, has always, the means of showing to its 
depositors that a large portion of its deposits is at all 
times amply secured. The Bank of England states the 
amount of their ^* Government securities" distinct from 
the "other securities." It may so be that the "other 
securities" are as ^ood as the Government securities, and 
perhaps more profitable, but the pubhc do not know that 
to be the case ; and were all the investments in " other 
securities," they might not feel the same degree of con- 
fidence as to the prompt repayment of their deposits. 
The same principle applies to other banks. And it may 
reasonably be supposed that between two banks in similar 
circumstances as to other respects, depositors would rather 
lodge their money in a bank which had a large amount of 
Government securities than in one which had none. 

As we have referred in this "Section to some of the 
operations of the Stock Exchange, this may be a proper 
place to discuss the nature of these transactions, so far, at 
least, as concerns bankers. 

The reader is of course aware that the "Stocks," or the 
" Funds," or by whatever other name they may be called, 
are debts due from the nation to those persons whose 
names are entered on the bank books. The man who 
holds lOOZ. consols is a creditor to the nation for 100/., 
for which he receives 31, per annum ; and the price of 
consols is the amount of the money for which he is willing 
to transfer this debt from himself to another person. 
Now, if this man knows another who is willing to give 
him, say 90Z. for this lOOZ. consols, they can go to the bank, 
and the seller being properly identified, will transfer this 
lOOZ. consols into the name of the person to whom he has 
sold it. His accoimt is then closed in the bank books, 
and a new account is open in the name of the buyer; 
for every holder of stock has an account in the bank 
ledger, in the same way as bankers and merchants open 
ledger accounts for their customers. The seller of the 
stock will also give a receipt to the buyer for the money 
in the following form : — 
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Consolidated £3 'per Cent. Annuities 



Dividends 

due 

Jm. 5th, 

July 5th, 

and are 

usually 

paid a few 

days after. 

Transfer 

Days : 

Tuesday, 

Wednesday, 

Thursday, 

Friday. 

Holidays 
excepted. 



Received this day of 

184 of 



the sum of 



] 



being the Consideration for 



Witness Hand 



Witness 



Interest or Share in the Joint Stock 
of Three per Cent, Annuities, erected 
by an Act of Parliament of the 
25th Year of the Reign of King I 
GEORGE 11. entitled, An Act for? 
converting the several Annuities, there- 1 
in mentioned, into several Joint Stocks 
0^ Annuities, transferable at the 
BANK of ENGLAND, to be charged 
on the Sinkina Fund; and hy several 
subsequent Acts, together with the 
Proportional Annuity at £3 jd^ Cent, 
per Annum, attending the same, by 
this Day transferred to the 
said 



The Pro- 
prietors, to pro- 
tect themselves 
fix>m FRAUD, 
are recommend- 
ed to ACCEPT 
by themselves 
or their At- 
torneys, all 
TRANSFERS 
made to them. 

£. i. i. 
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But parties do not usually treat with each other in this 
way. A broker is employed either to buy or to sell, as 
the case may be. The stock-brokers are an association 
consisting of about 600 persons, who meet together in a 
building in Capel-court, Bartholomew-lane, close to the 
Bank. Each broker before admis»on must find three 
securities for 300Z. each, which sum is applied to meet 
any claims the other members of the " House" may have 
upon him during the first two years. The suretyship 
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then ceases. The subscription paid by each member is 
ten guineas per annum. The House is governed by a 
Committee of thirty persons chosen from the members. 

But, although all the "members of the House" are 
called stock-brokers by the public, yet within the House 
they, are divided into two classes, brokers and jobbers. 
A broker, as the name implies, is an agent who buys or 
sells for his customers out of the House, and he charges 
them a commission upon the amount of the stock. 
A stock-jobber is a stock merchant; but he does not 
deal with the public : he deals only with the brokers ; 
and he is at all times ready either to buy or to selL 
The price at which he sells is ^ more than the price at 
which he buys. If one broker has an order from his 
customer to buy 100^. consols, and another broker has an 
order to sell lOOl, consols, these two brokers do not deal 
together, but both go to a jobber. One will sell his 
consols to the jobber, say at 90, and the other will buy his 
consols from the jobber at 90^. Hence the difference 
between the buying and the selling price of consols is 
always i, and thus in the newspapers the price is quoted 
in this way, 90 to 90^. 

A banker is, of course, one of the public, and when he 
wants to buy or to sell stock, he gives instructions to his ' 
broker, and the process is as we have now described. 

Were there no jobbers, a broker would not easily find 
at all times another broker who had occasion to sell the 
same amount of stock which he wished to buy, and he would 
have a difficulty in buying or selling small amounts. But 
there is no difficulty with the jobbers. The jobbers will 
not only buy and sell stock on the same day, but they 
will buy stock on one day, and agree to sell it at a future 
day, or vice versd. These future days are called the 
settling days, being the days on which the members of 
the House settle their accoimts. They are fixed by the 
Committee of the Stock Exchange, and they now occur 
about once a month. Now, if a banker wants a sum of 
money for a short time, either to pay off a deposit, or to 
make an advance to a customer, he will direct his stock- 
broker to sell, say 50,0001, consols " for money," and buy 
them "for time;" that isf, against the next " settling day/' 
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or, as it is sometimes called, the next '^account day." 
On the other hand, if a banker has money he wishes to 
employ for a short time, he will reverse the operation, and 
desire his broker to buy consols for money and sell them 
for time. He thus gets interest for his money, according 
to the difference of price between consols for time and 
consols for money. Generally, the price for time is higher 
than the price for money; and the difference between 
these two prices is called the " Continuation." Supposing 
that the nexfc settling day is a month distant, and tiie con- 
tinuation is one-eighth per cent., that amounts to twelve- 
eighths, or one and a half per cent, per annum. The con- 
tinuation will vary according to the near approach of the 
settling day — according to the abundance of money, and the 
market rate of interest — ^and according to the abundance or 
scarcity of stock. The last cause is not so readily under- 
stood by the public, and we will therefore explain it. The 
stock-jobbers, as we have said, are stock merchants. Of 
course they are large holders of stock ; it is their capital, 
on which they trade. But however large may be the sum 
they hold, they often agree to sell on the next settling 
day a much larger sum, expecting that in the mean time 
they shall buy a large sum, and thus be able to set off 
one against the other. But sometimes, as the settling 
day approaches, they find this is not the case, and they 
are consequently under an engagement to "deliver" — 
that is, sell — ^more stock than they hold. What can they 
do now ? They will try to get stock from those who have 
it, by agreeing to buy it of them now, and selling it at 
the ensuing account day, a month hence, at the same 
price; thus abolishing "the continuation." When that 
is the case, a banker's broker will go to the banker and 
say, " If you like to lend your consols, you can get money 
for nothing till the next account day." The banker 
replies, "Well, I don't know that I can make much 
interest of the money just now; but as I can lose nothing, 
you may lend them." Thus the jobbers get their stock> 
and complete their engagements. But sometimes the 
jobbers are obliged to go farther, and even to offer a 
premium to parties who -will lend their consols. This 
premium is called "Backadation;" it is just the reverse 
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of "continuation," and implies that the time price of 
stock is less than the money price. 

We have thus described the legitimate operations of the 
Stock Exchange, so far as it may be necessary to explain 
the transactions of bankers in the employment of their 
surplus funds. Those operations called " Gambling in the 
Funds," and the mode in which the brokers and jobbers 
settle their accounts, we shall endeavour to describe when 
we come to speak of the Clearing-house. 



SECTION VII. ' 

THE ADMINISTRATION OF A BANK DUBING A SEASON OP 

PBESSUBB. 

A FRESSUBE on the money market may be defined a 
difficulty of getting money in the London market, either 
by way of discounting bilk, or of loans upon Grovemment 
securities. This difficulty is usually accompanied by an 
unfavourable course of exchange, a contraction of the cir- 
culation of the Bank of England, and a high rate of 
interest The»e three circumstances have the relation to 
each other of cause and effect. The unfavourable course 
of exchange induces the Bank of England to contract her 
circulation ; and the contraction of the circulation, by ren- 
dering money more scarce, increases its value, and leads to 
an advanced rate of interest. The removal of the pressiire 
is in the same order — the foreign exchanges become 
fevourable — ^the Bank of England then extends her circu- 
lation — ^money becomes more abundant, and the rate of 
interest falls. The degree to which the exchanges are 
uni^vourable is indicated by the stock of gold in the Bank 
of England ; and when this is at its lowest amount the 
pressure may be considered to have attained its extreme 
point ; for as the amount of gold increases, the bank will 
extend her circulation, and the pressm*e will subside.* 

If we take a review of all the recent pressures on the 
money market, we shall find they have always been pre- 

* An Inquiry into the Causes of the Pressure on the Money Market during 
the year 1839, by J. W. Oilbart. 
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ceded by the following circumstances : — First, by abun- 
dance of money; secondly, by a low rate of interest; 
thirdly, by some species of speculative investments. The 
principal pressures that have occurred of late years, have 
been those of 1825, 1836, 1839, and 1847. 

The following is Mr. Horsley Palmer's opinion of the 
causes of the pressure of 1825, as stated to the Bank 
Committee of 1832 :— 

** Will you state to the committee what, in your opinion, was 
the nature and the march of the crisis in 1825 P — I have always 
considered that the first step towards the excitement was the 
reduction of the interest upon the Government securities ; the 
£rst movement in that respect was, I think, upon 135,000,000/. 
of five per cents, which took place in 1823. In the subsequent 
year, 1824, followed the reduction of 80,000,000/. of four per 
cents. I have always considered that reduction of interests, one- 
fifth in one case, and one-eighth in the other, to have created the 
feverish feeling in the minds of the public at large, which prompted 
almost everybody to entertain any proposition for investment, 
however absurd, which was tendered. ITie excitement of that 
period was further promoted by the acknowledgment of South 
American republics by this country, and the inducements held out 
for engaging in nuuing operations, and loans to those govern^ 
ments, in which all classes of the community in England seem to 
have partaken almost simultaneously. With those speculations 
arose general speculation in commercial produce, which had an 
effect of disturbing the relative values between this and other 
countries, and creating an unfavourable foreign exchange, which 
continued from October 1824j to November 1825, causing a very 
considen^le export of bullion from the bank — ^about seven mil- 
lions and a half. Commercial speculations had induced some 
bankers, one particidarly, to invest money in securities not 
strictly convertible, to a larger extent than was prudent ; they 
were also largely connected with country bankers. I allude to 
the house of Messrs. Pole and Co. : a house originally possessed 
of very great property, in the persons of the partners, but which 
fell with the circumstances of the times. The failure of that 
banking-house was the first decisive check to commercial and 
banking credit, and brought at once a vast number of country 
bankers, which were in correspondence with it, into difficulties, 
That discredit was followed by a general discredit throughout 
London and the interior."-^P. 47. 

With regard to the pressure of 1836, there was in the 
beginning of that year no appearance of distress j but, on 
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the contrary, every symptom of prosperity, attended by its 
usual concomitant — ^a readiness to engage in speculative 
undertakings. 

The following description of this period is taken from 
the speech of Mr. Clay, on introducing his motion respect- 
ing Joint-stock Banks, May 12, 1836; — 

" To what extent the operations of the joint-stock banks may 
have contributed to create the present state of excitement in the 
commercial world, must, of course, be mere matter of conjecture. 
That they have had some considerable influence is probable, from 
the fact that the excitement and ra^e for speculation is greatest 
in those parts of the kingdom, where the operations of those 
establishments have been most active. London has been com- 
paratively umnoved, but Liverpool and Manchester have witnessed 
a mushroom growth of schemes not exceeded by the memorable 
year 1825. I hold in my hand a list of seventy contemplated 
companies for every species of undertaking, which have appeared 
in tne Liverpool and Manchester papers within the last three 
months. This list was made a fortnight or three weeks since, 
and might probably now be considerably extended. It is impos- 
sible also, I think, not to suspect that the facility of credit, and 
consequent encouragement to speculation, to which I have alluded, 
cannot have been without its effect in producing the great in- 
crease of price in almost all the chief articles of consumption 
and raw materials of our manufactures. That increase has been 
enormous — not less than from twenty to fifty, and even one 
hundred per cent, in many of the chief articles of produce, of 
consumption, and materials of our manufactures." 

These appearances continued with little alteration until 
the month of July, when the Bank of England raised the 
rate of discount to four-and-a-half per cent. It then 
became known that there had been a demand upon the 
bank for gold from the preceding April, and this measure 
was adopted by the bank as a means of rendering the 
foreign exchanges more favourable. This being found 
ineffectual, the bank in September raised the rate of 
discount to five per cent. Besides raising the rate of in- 
terest, the bank adopted other measures of increasing the 
value of money. A large amount of American bills upon 
first-rate houses had been offered for discount and rejected. 
A high degree of alarm was immediately spread through- 
out the commimity. The dread of a panic similar to that 
of 1825 almost imiversally prevailed. Those who had 
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money were unwilling to pArt with it — ti*ade became sud- 
denly stagnant — the prices of all commodities fell con- 
siderably, and numbers of commercial houses, chiefly of 
the second class, suspended payment. Many railway and 
other projects now fell into oblivion. 

The alarm that existed was kept up by the monthly 
accoimts of the bullion in the Bank of England. The 
public returns showed a gradual decline from April, 183&, 
to February, 1837. It was therefore supposed, that the 
Bank, of England would be under the necessity, for her 
own safety, of still fiirther contracting her issues, and 
thus increasing the existing pressure. This apprehension 
caused all persons who had money, to retain it in their 
possession, and bankers and others withheld accommoda- 
tion they would otherwise have been disposed to grant. 

This state of alarm was considerably augmented by the 
publication of the Report of the Secret Committee of the 
House of Commons ^upon Joint-stock Banks. This com- 
mittee had been appointed on the motion of Mr. Clay, the 
Member for the Tower Hamlets, whose speech on the 
occasion might be termed a bill of indictment The joint- 
stock banks had rapidly increased ; th^ had issued small 
shares ; they had large nominal capitals ; they had circu- 
lated an excessive amount of notes ; they had promoted 
speculation. These were the charges brought against them; 
and they had greater weight from being advanced by a 
member who was known to be friendly to joint-stock 
banking. The report of the committee appeared to sus- 
tain all Mr. Clay's accusations. This report was highly 
creditable to the talents and industry of the committee, 
but marked by a decided hostility of tone. While it 
enumerated all the actual or possible imperfections of the 
joint-stock banks, it ascribed to them scarcely a single 
excellence. At the same time, the committee deferred to 
the succeeding session, the proposal of any measiires for 
their improvement ; thus the public were led to suppose, 
that in the following session some astringent measures 
would be adopted witii reference to joint-stock banks, but 
what they would be none could conjecture. 

Had the report appeared at any other period it might 
possibly have done good; but as its appearance was con- 
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temporaneous with a pressure on the money mai^et, and 
a high state of alarm, it unquestionably tended to weaken 
public confidence, at a time when it required to be 
strengthened. Persons who were unMendly to joint-stock 
banks, seized the opportunity of dispraising them, and 
believed, or pretended to believe, that the banks were 
unsound, and would certainly stop payment. Others, who 
were friendly, were apprehensive that the banks being 
still in their in£a.ncy, would be found too weak to with- 
stand the storm now raised against them. But though this 
alarm began with respect to joint-stock banks, it did not 
end there. It was soon foreseen that if a few joint-stock 
banks were to stop payment, the private banks in their 
neighbourhood would be put to a severe trial; and if the 
banks should even be compelled to withhold their MsuaX 
advances to their customers, the credit of individuals must 
suffer. Hence the private bankers and the merchants, as 
well as the joint-stock banks, made preparations to meet 
any Qvent that might occur, and by thus increasing the 
pressure on the London money market, occasioned still 
farther apprehensiona 

The alarm was» augmented by the stoppage of the 
Agricultural and Commercial Bank of Ireland, in the 
month of November, and the dem^d for gold which that 
stoppage occasioned in Ireland. The joint-stock banks 
of England now became subject to increased suspicion ; 
the accommodation they had been accustomed to obtain 
by the re-discoimt of their bills in the London market 
was considerably restricted ; and in the beginning of 
December, the Northern and Central Bank at Manchester, 
a bank having a paid-up capital of 800,000^., with above 
1,200 partners, and forty branches, applied for assistance 
to the Bank of England. This was afforded upon condi- 
tion, in the first instance, that they should wind up all 
their branches, except that at Liverpool ; and afterwards 
farther assistance was granted, upon condition they should 
discontinue business after February, 1837. Soon after- 
wards, the old and respectable London banking-house of 
Messrs. Esdaile <k Co. received assistance . upon similar 
terms. 

The pressure which existed in England rapidly ex- 
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tended to America. A large amount of American secu- 
rities, consisting chiefly of bonds of the respective States, 
had been remitted to the agency^ houses in England. 
This circumstance, in connexion with the exportation of 
gold to America, attracted the notice of the Bank of 
England. A large amount of bills drawn from America 
upon flrst-rate London houses was rejected. In, America 
the pressure became severe — ^money was wanted to remit 
to England to meet the drafts that had been drawn upon 
England, either' upon credit or against securities that could 
not how be sold. The rate of discoimt at New York rose 
to two, and even to three per cent per month. 

From the pressure upon the money market, and from 
the great &11 in the price of American produce, the cotton 
and other commodities sent from America to meet drafts 
upon the English agents, could not be sold except at a 
ruinous loss. And other remittances not having arrived, 
several houses in the American trade, who were said to 
have given extensive credit to parties in America, applied 
for assistance to the Bank of England.* 

Such was the character of the pressure of 1836 ; we 
next proceed to the pressure of 1839. The pressure of 
1836 may be said to have commenced from the month of 
May in that year. From that month the stock of gold in 
the bank gradually and uniformly declined until February, 
1837, when it reached its lowest point of depression. 
From this point, it uniformly advanced : the lowest point 
of the circidation was in December, 1836, though even 
then it was not lower than it had been in the preceding 
January. The bank raised the rate oT interest from 4 to 
4^ per cent, in July, and to 5 per cent, in the following 
September. During the whole of the year 1837, the 
amount of gold in the Bank of England continued to in- 
crease ; the bank extended her circulation, and after the 
payment of the July dividends, money became very 
abundant, and the market rate of interest experienced a 
eonsiderable faUL The foreign exchanges continued to be 
favourable during the early part of 1838, and gold accu- 
mulated in the coffers of the Bank of England. In the 

« The History of Banking in America; vrith an Inquiry how far the Banking 
Institutions of America are adapted to this country ; with a Review of the 
Causes of the recent Pressure on the Money Market. By J. W. Gilbart. 1837. 
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spring of that year the directors of the Bank of England 
sent nearly a million of gold to America. Money became 
increasingly abundant, and the rate of interest felL In 
February the bank reduced their rate of discount to 4 per 
cent., and the interest on the loans granted during the 
shutting of the funds was reduced in March to 3|- per cent. 
The low rate of interest caused large sums of money to be 
invested in American securities. Bonds of all kinds issued 
by the Bank of the United States, by the various states in 
the Union, and by numerous private undertakings, were 
poured upon the English market, and found eager pur- 
chasers. Several of the directors of the Bank of England, 
in their individual character as merchants, became agents 
for the distribution of these securities. About July the 
exchanges became unfavourable, and in the latter part of 
the year some symptoms of uneasiness were apparent in 
the money market; but as the stock of bullion in the 
Bank of England was considerable, and the directors 
granted their usual loans in December at 3^ per cent., 
public confidence was not shaken. In the beginning of 
the year 1839 the exchanges became increasingly un- 
favourable, and the monthly returns of the bank showed 
a gradual diminution in the stock of gold. The price of 
com rose so high as to admit of foreign wheat at the 
lowest rate of duty. This occasioned a further demand 
for gold to be exported. The stock of gold in the Bank of 
England rapidly declined, until, in the month of October, 
it was no more than 2,525,000^., while the liabilities of 
the bank upon notes amounted to 17,612,000^., and upon 
deposits to 6,734,000^. The bank directors were very 
anxious to stop this demand for gold. With this view, 
they raised the rate of interest on May 1 6th to 5 per cent., 
on June 20th to 5| per cent., and on August 1st to 6 per 
cent. ; and they charged the same rate upon their short 
loans. They are supposed to have sold large amounts of 
Government stock and exchequer bills, and on July 13th 
they announced that they were ready to receive proposals 
for the sale of the dead weight. None of the offers, how- 
ever, met their approbation. Finding these measures not 
speedily effective, an arrangement was made with the 
Bank of France for a loan of 2,500,000^. Messrs. Baring 
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& Co. drew bills on account of the Bank of England upon 
houses in Paris for this amount, which the Bank of France 
undertook to discount. The (Erectors also determined to 
refuse td discoimt any bills drawn or indorsed by any pri- 
vate or joint-stock bank of issue. Notwithstanding these 
measures, the stock of gold in the bank continued to decrease 
until the 18th October, when it reached the lowest point of 
depression. From this point it continued to advance, and 
the pressure began gradually, but slowly, to subside. 

It may be usefiil to notice the differences between the 
pressure of 1836 and that of 1839. If we measure the 
intensity of the pressure by the difference between the 
largest and the lowest stock of gold in the Bank of England, 
the former pressure will range from 7,801,000^. to 
4,032,000^., and the latter from 10,126,000^. to 2,525,000Z. 
In the pressure of 1836, one joint-stock bank, a London 
private bank, two coimtry private banks, three large 
American agency houses, and a great many respectable 
merchants, stopped payment. In the pressure of 1839, 
there was scarcely a failure until the month of December, 
and then only among the second class of traders.^ — In the 
pressure of 1836, the prices of nearly all commodities fell 
considerably, and almost immediately. In the pressure 
of 1839, the prices of most commodities remained for a 
length of time nearly the same. — In 1836, the Bank of 
England did not raise their rate of interest above 5 per 
cent. In 1839, the rate of interest upon both discounts 
and loans was raised to 6 per cent. — In 1839, the bank 
gave notice that they were willing to sell the dead weight, 
and they made arrangements for borrowing 2,500,000^. 
sterling from the Bank of France. In 1836, the bank 
adopted neither of these measures. — In 1836, the Bank of 
England rejected all bills drawn or indorsed by joint-stock 
banks of issue. In 1839, they rejected also all bills drawn 
and indorsed by private banks of issue.* 

The consideration of the pressure of the year 1847 we 
diall postpone to the next section of our work. 

From the statements we have made, it would appear that 
a season of pressure is always preceded by one of specula- 
tion ; and hence it follows that a banker who wishes to be 

» An Inquiry into the Causes of the Pressure of 1839, by J. W. Gilbart. 
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easy in a time of pressure must act wisely in the previous 
season of speculation. It requires no ordinary firmness to 
do this. To act wisely in a season of speculation, is far 
more difficult than to act wisely in/ one of pressure. But 
unless a banker acts wisely in the previous time of specu- 
lation, his wisdom will probably be of little avail when the 
pressure arrives. 

While, therefore, money is still abundant, the public 
funds high, and other bankers liberal in accommodieition, 
he should be doubly cautious against taking bills of a 
doubtful character, or making advances upon irregular 
securities. He should not suffer the desire of employing 
his funds, or the fear of offending his customers, to induce 
him to deviate from sound banking principles. He should 
also take this opportunity of calling up all dead or doubtful 
loans, and of getting rid of all weak customers. He should 
also, under any circumstances, avoid making advances for 
any length of time, and investments in securities that are 
not at all times convertible, or the price of which is likely 
to sustain a great &11 on the occurrence of a pressure. 
The discoimt of first-rate commercial bills having a short 
time to run, or short loans on stock or other undeniable 
security, however low the interest received, seem to be the 
most safe and advantageous transactions. 

When the aspect of affitirs seems to threaten that 
money will be in demand, and the failure of a number 
of merchants and traders may consequently be appk*e- 
hended, it behoves him to prepare for approaching events 
by avoiding all discounts of bills of an inferior cliEiss, and 
by keeping his funds in an available state. With a view 
to these objects, he will review all his loan and discount 
accoimts, call up his loans of long standing, where it can 
be done without injury to the interest or reputation of his 
bank, avoid all overdrawn accounts, and reduce the amount 
of discounts of the inferior class of accounts. In per- 
forming these operations, he will exercise due judgment 
and discretion, making proper distinctions between his 
customers, and reducing chiefly those bills which are of an 
unbusinesB character, or which are drawn upon doubtful 
people, or upon parties that he knows nothing about ; he 
will also mark particularly those accounts, which require 
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large discounts, but keep no corresponding balance to the 
credit of their current accounts. 

As the pressure advances, he will find that there are 
three demands upon his funds. First, his customers "will 
reduce their balances, and keep less money in his hands. 
Money lodged at interest will be taken away, because the 
parties can make higher interest elsewhere, or they will be 
tempted by the low price of stock to invest it in Govern- 
ment securities. Secondly, he will have a greater demand 
for loans and discounts, not merely from weak people 
whom he might not care about refusing, but from persons 
of known wealth, whom it is his interest and his inclination 
to oblige. Thirdly, he will think it prudent to guard 
against sudden demands by keeping a larger amount of 
bank notes in his till. To meet all these demands he will 
be compelled to reaUse some of his securities, and he will 
realise those first on which he will sustain no loss. 

If a banker has money lying at demand with a bill- 
broker, he will now have occasion to call it in. If he has 
money lent at short periods at the Stock Exchange, he 
will, as he has occasion, take in the money as the loans &11 
due. If he has discounted brokers* bills, be will receive 
the amounts when due, and discount no more. Should 
these operations not be sufficient to meet the demands 
upon his fu^ds, he will then sell his stock or exchequer 
bills, or borrow on them in the money market A country 
banker who has kept his reserve in bills of exchange will be 
anxious to re-discount them, and will think himself lucky 
if he can do so readily and at a moderate rate of interest. 

It will be useless for a banker to attempt to call up dead 
loans, or to reduce his discounts, after the pressure has 
commenced. He shoidd have thought of these matters in 
the previous season of abundance. As he cannot get in 
any outstanding advances, he had better not ask for them, 
but merely charge the parties an increased rate of interest. 
If he demand the money, he will ribt get it, and he may 
give rise to a surmise that he is short of funds. This season 
of pressure is, however, a good opportunity for calling up 
advances, or getting rid of connexions that he would, on 
other grounds, like to be without. The " scarcity of 
money," the " pressure on the money market," are capital 
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reasons to assign for refusing applications which, even 
otherwise, he would refuse, and for calling up loans which, 
under any circumstances, he would like to see repaid. 

During a pressure, a banker will have to give a great 
many refusals, and some discretion will be necessary in the 
form of giving these refusals. Let him refuse in what way 
he may at such a season, he will be sure to give offence. 
And the party refused wiU possibly publish the refusal, 
and, from motives of ignorance or malignity, represent the 
refusal as having arisen from want of means, and possibly 
may circulate a report that the banker is about to stop 
payment. Hence rumours about banks are always rife in 
seasons of pressure, and they add to the general want of 
confidence which then prevails. 

During a pressure, a banker will have offers of new 
accounts to be transferred from other bankers^ provided 
he will consent to make certain advances. Some caution 
must be exercised in this matter. It is quite possible that 
some perfectly safe parties, having large accounts, may 
be disposed to remove in consequence of their present 
bankers not being equal to the supply of their wants. In 
this case, the baiier will be regulated by the value of the 
proposed account and the extent of his own means. On 
the other hand, it is equally possible that weak people, to 
whom their present bank might not, in any case, have 
given advances, may use the " scarcity of money " as a 
pretext for making application to a new banker, stating 
their belief that their old banker was unable to meet their 
requirements. It behoves a banker to use much dis- 
cretion in such a case, especially if it be a large account. 
If he errs at all, he should err on the side of caution. 

It will rarely be wise for a banker in a season of pressure 
to attempt to get away the customers of other bankers by 
offering them greater accommodation. The best way of 
getting new connexions is to treat well those that he has. 
It is better for a banker to employ his funds in supporting 
his old friends than in attempting to get new ones. If 
his funds are so ample that he can do both without incon- 
venience, very well. But caution is necessary in taking 
new accounts at this time, and he should be doubly cautious 
in making applications to parties. Unless he has the most 
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ample and satisfactory information as to their circum- 
stances^ he had better wait imtil they apply to him. It 
■w6uld then devolve upon them to satisfy him that he 
woidd be justified in making the advances required. 

During the pressure, a banker will find that some of his 
wealthier customers, who, when money was abundant, took 
their bills to be discounted by a bill-broker, because he 
woidd cash them at a lower rate, will come back, and ex- 
pect to have discounts from their banker. This is no fault 
of the bill-brokers. People put moi^ey in their hands 
avowedly for temporary purposes. In seasons of abundance 
the bill-brokers are glutted with money. When, the 
pressure commences this money is withdrawn. The con- 
sequence is, that in seasons of abundance the bill-brokers 
will discount at a lower rate than the bankers, and when 
money is scarce they discount at a higher rate, and in 
many cases not discount at all. Sharp-sighted people, who 
are acquainted with the London money market, will, when 
money is abundant,' take all their first-rate bills to a bill- 
broker, and send to their banker all their inferior bills, 
which a bill-broker would not take. Now, if a banker has 
occasion to curtail his advances in seasons of pressure, he 
shoidd begin with people of this sort. But if he has ample 
means, and the parties are wealthy, he may deem it worth 
his while to take their bills, charging a high rate of interest, 
and gently reminding them of their former delinquencies. 
Exhortations to good behaviour have always a greater 
effect when administered in seasons of affliction. And 
reproof at this time to a party who had thus wandered, 
may induce him to pursue in future a more righteous line 
of conduct. 

During a pressure, a banker will find that some of his 
customers will get into difficulties, and will apply to him 
for assistance. He will often be at a loss to decide whether 
he should or should not grant the assistance required. 
This hesitation will arise from his doubts as to the extent 
to which he can prudently rely upon the calculations and 
anticipations of his customer. The party states that he 
must immediately stop payment unless he has assistance ; 
but he has abundance of property, and his difficulties arise 
only from not being able to realise it. If he has a certain 
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sum he can then go on comfortably. The banker grants 
him this sum. After a while, he comes again, and states 
he must now stop unless he has a ferther sum. The banker 
hesitates, but ultimately gives him this farther sum. He 
comes a third time, and states he has not yet got enough; 
and not being able to get more, he then stops, leaving the 
banker at best with a large lock-up, and probably with an 
ultimate loss. 

During a pressure, those banks that allow interest on 
deposits will be asked for a higher rate of interest. It is 
quite right that those parties who have had deposits at 
the bank for some time, should receive a higher rate of 
interest, proportionate to the increased value of money. 
But it may be questioned whether it is woi-th while to 
receive farther lodgments, during a pressure, at a high rate 
of interest, unless they are lodged for a fixed period. For, 
should the pressure increase, these sums are sure to be 
withdrawn, or else appHcations will be made for a higher 
rate of interest than the banker can prudently give. Nor 
must it be forgotten that it is not wise for a banker to 
give, during a panic, an extravagant rate of interest 
Should he do so, he will give rise to an opinion that he is 
short of funds, and this may cause more deposits to be with- 
drawn than he would obtain from his high rate of int.erest. 

During a pressure, a banker will pay considerable atten- 
tion to the published returns of the Bank of England. 
The increase or diminution of the gold and silver in the 
issuing department, will show the progress of the pressure. 
As these increase, money will become less scarce, the rate 
of interest will fall, and the pressure will subside. In this 
department, it is the progress of increase, or diminution, 
more than the actual amount, that should be the main 
object of attention. The banking department resembles 
any other bank. Its means are the paid-up capital — the 
real or surplus fund — the pubhc deposits — the private de- 
posits, and the seven-day bills. These means are employed 
in public securities, private securities, and cash in the till. 
Its ability to make advances, at any given time, depends 
on the amount of cash in the till. The diminution of this 
amount shows the increase of the pressure, and the banker 
will act accordingly. 
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As far as past experience goes, all panics or pressures 
have resulted in a subsequent abundance of money. It 
would be a grand thing for a banker if he could know be- 
forehand at what precise point this change would take place. 
But this he cannot know, and he had better not speculate 
on the subject, but just follow the course of events as they 
occur. When, however, the point is fairly turned, he will 
act wisely in investing all his surplus funds in such con- 
vertible securities as are likely to advance in price, from 
the increasing low rate of interest. Exchequer bills are 
most likely to be the first affected, and then the public 
funds. He will, also, be more liberal in granting discounts, 
and other advances, and he will lower the rate of interest 
at which he takes deposits. At the same time, he will be 
cautious in the bills he discounts. For, though money 
may be abundant, yet trade may be depressed, and the 
effects of the previous panic may be the failure of a great 
number of persons in the middle class of society. The 
banker will therefore be cautious in extending his dis- 
'' counts, except on bills of an undoubted character. 

We will observe, lastly, that, in a season of pressure, it 
is peculiarly necessary that a banker should pay regard to 
the state of his own health, and to the discipline of his own 
mind, so as to guard against any morbid or gloomy appre- 
hensions with regard to the future. He should attempt 
to form a cool and dispassionate judgment as to the result 
of passing events ; endeavouring so to arrange his own 
affairs as to be prepared for whatever may occur, but 
taking care not to increase the present evil by predicting 
greater calamities. If he suffer a feeling of despondency to 
get the mastery of his mind, he will be less able to cope 
with the difficulties of his position. He will then, probably, 
refuse reasonable assistance to even first-rate customers, 
realise securities unnecessarily at a heavy sacrifice, and 
keep in his till an amount of unemployed treasure exces- 
sively disproportionate to the extent of his liabilities. This 
will increase the pressure. Fear, too, is always contagious. 
A banker of this melancholy temperament will impart his 
apprehensions to others, and thus the panic will become 
more widely extended. 
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SECTION VIII. 

THE ADMINISTRATION OP A BANK UNDER THE ACT OP 1844. 

It would not be consistent with the practical character 
of this work to discuss, at great length, any theory of the 
currency. But the Act of 1844, though bounded on a 
theory, was a practical measure, and has so important a 
bearing on the administration of banking a£^irs, that our 
work would be regarded as incomplete were the subject 
altogether omitted. We shall, however, endeavour to 
avoid any observations on its theory, and confine our 
remarks, as much as we can, to the operation of its prac- 
tical enactments. In this part of our work, it will be 
necessary to consider only those provisions of the Act 
which refer to the issue of notes by the Bank of England : 
those which refer to the country circulation will more 
properly come under review in the section upon Country ^ 
Banks. It may also be proper to remark, that, in our 
judgment, the Act of 1819 has no necessary connexion 
with the Act of 1844 ; nor would there be any incon- 
sistency in advocating the one and not advocating the 
other 

"The Act of 1844" is the 7 <fe 8 Vict. cap. 32, and is 
entitled, " An Act to regulate the Issue of Bank Notes, 
and for giving to the Governor and Company of the Bank 
of England certain privileges for a limited period." It 
enacts that from and after the 31st August, 1844, the 
Issue department of the Bank of England shall be sepa- 
rated from the Banking department — ^that the issuing 
department may issue notes to the extent of 14,000,000^. 
upon securities set apart for that purpose, of which the 
debt of 11,015,100^. due from the Government to the 
bank shall form a part — that no amount of notes above 
14,000,000?. shall be issued, except against gold coin, or 
gold or silver bullion; and that the silver bullion shall not 
exceed one-fourth the amount of gold coin and bullion. 
Any person is entitled to demand notes from the issuing 

* Commons, 8409. 
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department, in exchange for gold bullion^ at the rate of 
3^. 17s, 9d. per ounce. Should any banker discontinue his 
issue of notes, the Bank of England may, upon applica- 
tion, be empowered by an Order of Council to increase her 
issue upon securities to the extent of two-thirds of the 
issue thus withdrawn ; but all the profit of this increased 
issue must go to the Gk)yemment. 

The theory on which this Act was founded had, for 
jseveral years previously, been brought before the public 
in pamphlets written by men of distinguished talent. 
Upon some of these pamphlets we wrote a critique, which 
appeared in the "Westminster Review" of January 1841, 
That article was afterwards published separately, under 
the title of " Currency and Banking : a Beview of some 
of the Principles and Plans that have recently engaged 
public attention, with reference to the administration of 
the Currency," In this review we made the following 
observations on the plan then proposed, and subsequently 
carried out in the Act of 1844 : — 

*' Tie plan of making the amount of the circulation fluctuate in 
exact correspondence with the amount of gold in the Bank of 
England^ 

''This plan is open to the following objections : — 
"1. Upon this plan there must be a perpetual increase and 
diminution in the stock of gold ; consequently a perpetual increase 
and diminution in the amount of the currency. The increase in the 
amount of the currency would raise prices and stimulate specula- 
tion. The diminution in the amount of the currency would 
reduce prices and produce distress. And thus there must be a 
constant alternation from high prices to low prices, and again 
from low prices to high prices — nrom speculation to Stress, and 
from distress to speculation. 

"2. But depression of prices, and their attendant miseries, may 
not be experienced onl^ when the foreign exchanges are unfavour^ 
able. Excessive caution, an apprehension of war, or poHtical 
feeling, may cause a domestic demand for gold, and this would 
cause for a while a contraction of the currency as severe as that 
which would arise from an unfavourable exchange ; and, as the 
bank directors would have no discretionary power, but would be 
required *to adhere to principle,' by giving gold for notes, or 
notes for gold, they coula do nothing to assuage these calamities. 
According to Mr. Loyd, a drain, from whatever cause it may 
arise, must be met by a contraction of the currency, Mr. Pahner, 

YOL. I. F 
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in laying down his rule, put in a saving clause—' except undcbr 
special circumstances/- but Mr. Lojd * makes no exceptions. 

'*3. To carry this system into operation, would require a 
separation of the issuing department nrom the other departments 
of the business of the bank, and this would cause still farther in- 
conveniences. The management of the issuing department would 
be exceedingly simple. The office of the directors would be a 
complete sinecure, and, for anything they would have to do, their 
places might be as well supplied by four-and-twenty broomsticks. 
A few cashiers to exchange gold for notes, or notes for cold, 
would be all the establishment required ; and, could Mr. Baboage 
be induced to construct a ' self-acting' machine to perform these 
operations, the whole business of the currency department might 
be carried on without human agency. But the deposit departmeni 
would require more attention. ' It is in the nature of banking 
business/ says Mr. Loyd, * that the amount of its deposits shoulS 
vary with a variety of circumstances ; and, as the amount of 
deposits varies, the amount of that in which those deposits are 
invested (viz. the securities) must vary abo. It is, therefore, 
quite absurd to t-alk of the bank, in its character of a banking 
concern, keeping the amount of its securities invariable.' As, 
therefore, the deposits might vary, the bank would be a buyer or 
a seller of Government securities ; and, as these variations are 
sometimes to a very large amount, the fluctuations in the price of 
the public funds, and of exchequer bills, would be very consi- 
deraole. Thus the property of those who held these securities 
would be always changmg in value. Again, the deposits woidd 
be withdrawn chiefly in seasons of pressure, and the bank would 
then be compelled to sell her securities. But suppose the scarcity 
of money should be so great that the securities would be nnsale-. 
able even at a reduced price, how then could the bank pay off 
her deposits P 

" 4. If the currency were administered upon this principle, the 
bank would be unable to grant assistance to the commercial and 
manufacturing classes in seasons of calamity. 

"Mr. Loyd exclaims, *Let not the borrowers of money, Go- 
vernment and commerce, approach, with their dangerous and 
seductive influences, the creator of money.' But, with all 
deference to Mr> Loyd, we contend that it is the province of a 
bank to afford assistance to trade and commerce in seasons of 
pressure. Mr. Loyd, as a practical banker, would no doubt 
afford assistance to his own customers in such seasons ; and, if 

' * I wiah I could have made this quotation without introducing the names. It 

•would greatly assist our inquiries after truth, and lead to the formation of an 

iadependrat Judgment, if we could engage in discussions of this kind without 

any referenoe to tiiose talented men who may have distinguished themselves as 

^either the advocates or the opponents of the doctrines we mvestigttte. 
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ibis be the province and duty of a pnvate banker, the duty is 
more imperative on a public oaukins company, and more impe- 
rative still on a bank invested by tne legislature with peculiar 
privileges for the public good. Mr. Loyd says, * Let the bank 
afford this assistance out of her own ninds.' But, under Mr. 
Loyd's system, she could grant assistance only by selling secu- 
rities; and what relief would she afford by sdling securities 
with one hand, and lending out the money with the other? 
Besides, is it certain ihat, under such a pressure as Mr. Loyd's 
system must occasionally produce, these securities would b^ 
saleable at -even any price? 'But,' says Mr. Loyd, 'individuals 
may afford this assistance.' In seasons of pressure few individuals 
have more ample funds than what are necessary for the supply 
of their own wants. . . . When the distress is caused by a con- 
traction of the currency, it can only be removed by an increased 
issue of notes. And tnere are many cases, such for instance as 
that of the Northern and Central Bank, in which assistance can 
only be effectually rendered in this manner. 

** We consider that any system of administering the currency, 
which prohibits the banking institutions of the country from 

granting relief to the commercial and manufacturing classes, must 
e unsound. We should condemn such a system at once, even if 
we could not detect the fallacies on which it was founded. Li 
political economy we can judge of principles only by their prac- 
tical effects — and any system which produces these effects must 
be unsound. When seasons of calamity occur, it is not for the 
national bank to exclaim, Sauve qui pent, l^ey ought to co- 
operate with the Government in attempting to relieve the distress, 
and to preserve the tranquillity of the country." 

These remarks, written in the year 1841, might, if put 
into the past tense, almost serve for a history of the year 
1847. The Act of 1844 was formed upon the principle 
which is here condemned; and the effects described have 
actually occurred. There have been great fluctuations in 
the amount of the circulation, in the rate of interest, and 
in the prices of the public securities. There have been 
great speculations, followed by great distress. The Govern- 
ment funds have in large amounts been unsaleable; and 
the bank has been unable to afford relief to the commer- 
cial classes. A severe pressure has taken place ; and, in 
consequence of this severe pressure, the Act was suspended* 
It has been denied that this pressure was produced or in- 
creased by the Act. But, how stand the facts 1 The Act 
was passed, and, as predicted, a pressure cam« : the Act 

f2 
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was continued, and the pressure increased : the Act was 
suspended, and the pressure went away. These are not 
opinions — ^they are facts. 

At the meeting of Parliament in the latter end of 1847, 
committees were appointed by both the House of Lords 
and the House of Commons, to " inquire into the causes of 
the distress which has for some time prevailed among the 
(Commercial classes ; and how &r it has been affected by 
the laws for regulating the issue of bank notes payable on 
demand." The following is an extract from the Beport of 
the Lords' Committee as to the causes of the pressure : — 

" A sudden and unexampled demand for foreign com, pro* 
duced by a failure in many descriptions of agricuuural proouce 
throughout the United Kingdom, coincided with the unpre* 
cedented extent of speculation produced by increased facilities of 
credit and a low rate of interest, and had for some time occa* 
sioned over-trading in many branches of commerce. This was 
more es{)ecially felt in railroads, for which calls to a large amount 
were daily becoming payable, without corresponding funds to 
meet them, except by the withdrawal of capitu &om other pur- 
suits and investments. These causes account for much of the 
pressure under which many of the weaker commercial firms were 
doomed to sink, and which was felt even by the strongest. To 
these causes mav be added a contemporaneous rise of price in 
cotton ; and, witn respect to houses connected with the East and 
West India trade, a sudden and extensive fall in the price of 
su^ar, by which the value of their most readily available assets 
underwent mreat depreciation. 

" Some 01 these causes are obviously beyond the reach of legis- 
lative control. But upon those which are connected with the 
extension of commercial speculation, encouraged or checked by 
the facility or the difficulty of obtaining credit, by the advance of 
capital and the discount of bills, the powers ana position of the 
Bank of England must at all times enable that corporation to 
exercise an important influence. The committee have conse- 
quently felt it to be their duty to inquire into the course pursued 
by the bank acting under the provisions of the 7 and 8 Vict. c. 32« 
and theV have come to the conclusion that the recent panic was 
materially aggravated by the operation of that statute, and by the 
proceedings of the bank itself. This effect may be traced, directly, 
to the Act of 1844, in the le^lative restriction imposed on the 
means of accommodation, whilst a huge amount ot bullion was 
held in the coffers of the bank, and during a time of favourable 
exchanges ; and it may be traced to the same cause, indirectly, as 
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a Consequence of great fluctuations in the rate of discount, and 
of capital previously advanced at an unusually low rate of interest* 
Thijs course the bank would hardly have felt itself justified in 
taking, had not an impression existed that, by the separation of 
the issue and the banking departments, one inflexible rule for 
regulating the bank issues had been substituted by law in place 
of the discretion formerly vested in the bank." 

The nature and extent of the pressure is thus described 
by the Governor and Deputy-Governor of the Bank of 
England : — 

" The panic began by the failures in the com trade. The price 
of wheat had risen to about 120«. Large arrivals of grain from 
the continent of Europe and from America, couplea with the 
prospect of an early and abundant harvest, causea a sudden fall 
m price to about 60«., with a corresponding decline in Indian 
com. The failure of most of thr-com speculators followed this 
great reduction in price, and their failure caused the stoppage of 
an eminent discount broker having a large country connexion. 
This latter failure, by closing one of the principal channels of 
discount between the country and London* caused distrast to 
extend into the country. Credit became affected by these failures, 
and several London firms of high standing also failed. Then fol- 
lowed in rapid succession the failure of the Boyal Bank of Liver- 
pool, the Liverpool Banking Company, the North and South 
Wales Banking Company, some private country 'banks, and the 
Union Bank of Newcastle, followed by a tremendous run upon 
the Northumberland and Durham District Bank. To these 
disasters succeeded alarm, and an almost total prostration of 
credit. The Lgndon bankers and discount brokers refused to 
grant the usual accommodation to their customers, and necessarily 
obliged every one requiring assistance to resort to the Bank of 
England. Money was hoarded to a considerable extent ; so much 
so, that notwithstanding the notes and coin issued to the public 
in October exceeded by 4,000,000/. or 6,000,000/. the amount 
with the public in August, still the general complaint was of a 
scarcity of money. Credit was so entirely destroyed^ that houses 
trading to distant countries carrying on their business through 
the means of 'credit, by a renewal of their acceptances as they 
became due, were no longer able to meet their engagements, and 
were forced to stop payment. This was the state of thin^ pre- 
vious to the issuing of the Govemment letter in October."* 

The Committee of the House of Commons delivered a 
Beport in fovour of the continuance of the bill without 

* Lords, No. 12. 
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alteration — in opposition to the opinions of by fiur the 
majority of the witnesses who were examined. 

Those witnesses who are friendly to the Act contend 
that it has secured the convertibility of the Bank of Eng* 
land note, — that this convertibility was endangered in 1 825f 
in 1637, and in 1639, and would have been endangered in 
1847 but for this Act.* 

By the phrase '* securing the convertibility of the note," 
it is not meant that the issue department of the Bank of 
England held a sufficient amount of gold and silver to 
pay off all the notes it had issued. It is obvious that the 
gold and silver in hand must always be fourteen millions 
less than this amount, inasmuch as fourteen millions of 
notes are issued against securities. By '' securing the 
convertibility of the note," is meant, that the issue de- 
partment of the Bank of England were in a condition to 
pay off any amount of notes of which payment 'v^as likely 
to be demanded for the purpose of exporting the gold — the 
issue department was always in a condition to meet any 
foreign demand for gold. This is called, " securing the 
convertibility of the note." 

It has been contended, that the Act has retained in the 
vaults of the Bank of England a larger amount of gold and 
silver than would otherwise have been retained. And as 
this amount is set apart for the express purpose of paying 
the notes, their payment is so far additionally secured. On 
the other hand, it has been maintained that, by thus re- 
serving all the gold to pay the notes, we endangered the 
payment of the deposits. And had the banking depart- 
ment stopped payment, a domestic run would have taken 
place upon the issuing department, and thus the payment 
of the notes would still have been endangered. 

The following is the evidence of a director of the Bank 
of Liverpool upon the subject : — 

" With regard to securing the convertibility of the notea^ what 
18 your opinion of the bill ? 

" I do not think it has secured the convertibility of the notes 
at all. The notes remained convertible up to the suspension of 
the bill ; but I believe that, if the bill had not been suspended 

* See the Evidence before the Cotamlttee of the Houm of Lords, QuestloiM 
No. 1406 to 1409, and No. 8169. 
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tiien, or some similar measure adopted, notes would have ceased 
to be convertible. Looking to the general state of things through- 
out the country, and to what I know to have been the state of 
things in London, and the position of trade generally — ^to the 
alarm that was spreading rapidly through the country, and to the 
fact that the power of the bank had been reduced to such a point, 
that if there had been any apprehension of the failure of the 
country banks, it could not farther support them, and that 
verv little might have occasioned (I mignt perhaps go farther, 
an(( say, would have occasioned) the failure of banks in large 
towns and in the country — believing that if one or two country 
banks of any ma^tude had failed^ alarm would have spreaii 
throughout the kingdom, or if one or two London banks had 
failed, consternation would have been general — seeing, also, t]ie 
considerable amount of reserve in the hands of the country bankers 
and joint*8tock banks, and the necessity that there would have 
been of having that reserve as early as possible converted into 

fold if the bank was obliged to stop — seeing that a reserve of 
0,000/. for each of 300 country banks would have taken six or 
seven millions, or of 15,000/. each would have taken five millions 
— and that if the run for gold had once begun, it would probably 
have gone on till the treasury was drained — seeing all this, my 
firm opinion is, that the bill of 1844 has not secured convertibility^ 
and I state the grounds on which that opinion is formed." * 

It seems useless at present to speculate upon such a 
state of things, as we now know that before the pressure 
arrived to such a height as to cause the banking depart- 
ment to stop payment, the Act would be suspended. But 
it seems £dr to ask, whether the precautions of the Act 
are not disproportionate to the dlanger) We ought to 
consider not merely the greatness of the evil, but also the 
probability of its occurrence; and is it wise to inflict upon 
ourselves a vast number of serious evils merely to guard 
s^ainst a danger that may never occur 1 It may farther 
be asked, whether the stringent measures that were neces- 
sary last year to keep the banking department &om stop- 
ping payment, would not have been equally effectual under 
the previous state of the law in preserving the convertibility 
of the notes ? 

It should be recollected, too, that previous to the passing 
of the Act of 1844, the bank had the power of rectifying 
the exchanges by means of foreign credits, as they did in 

* Commons, No. 94. 
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the year 1839.* Bat the directors, bemg now relie?ed 
from all responsibility with regard to the issue department, 
have no inducement to engage in such an operation. In^ 
deed, they might be censured for interfering with the prin- 
ciple of Uie Act, that the exchanges shall be rectified by 
a transmission of gold and silver. 

It would appear from the evidence, that the sole advan- 
tage NOW ckumed for the Act is, that it has secured the 
convertibility of the note. Other advantages, however^ 
were expected to result. Those expectations are thus dis- 
posed of in the Report of the Lords' Gonmuttee : — 

" It is true that to those who may have expeeted that the 7 ft 
8 Vict. c. 32 would effectually preyent a recorrenoe of cycles of 
commercial excitement and depression, the contrast between the 
years 1845 and 1847 must produce a grievous disappointment. 
To those who anticipated that the Act would put a check on im- 
provident speculation, the disappointment cannot be less, if rdi- 
ance is to be placed (as the committee are confident it may) on 
the statement of the governor of the bank, and of other witnesses, 
that ' speculations were never carried to such an enormous extent 
as in 1846 and the beginning of 1847.' If the Act were relied on. 
as a security against violent fluctuations in the value of money, 
the fallaciousness of such anticipation is conclusively proved hy 
the fact, that whilst the difference between the highest and lowest^ 
rate of discount was in the calamitous years 1837 and 1839 hut 
2^ to 2f per cent., the difference in 1847 rose to Gf. If it was 
contemplated that the number and the extent of commercial 
failures would have been lessened, the deplorable narrative of the 
governor of the bank, recording the failure of thirty-three houses 
comparatively in large business, in London alone, to the amount 
of 8,129,000/., is a conclusive reply. If the enormous extent to 
which railroad speculation has oeen carried be considered as an 
evil to which a sound system of banking could have applied a 
corrective, such a corrective has not been found in an Act, since 
the passing of which, during a period of three years, an increased 
railway capital of upwards of 321,000,000/. has b^n authorized to be 
raised Dv Parliament ; and when the enormous sum of 76,390,000/. 
is stated, on high financial authority, to have been actually ex- 
pended on railways in two years and a half. If the power of ob- 
taining banking accommodation on moderate terms were considered 
to be promoted by the Act of 1844, it cannot be said that this 

* Several of the witnesiei made suggeitioni for rectifying this exchange bj 
other meani than the exportation of gold.— See Commons, 97, 2018, 2023, 2579, 
2614, 2620. 
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important o^ect has been attained, since it appears in evidence 
that in 1847, in addition to an interest of 9 or 10 per cent., a 
commission was also frequently paid, raisii^ the charge to 10, 20, 
or 30 per cent., according to the time which bills had to run." 

The Beport might have added, that if it was expected 
that the amount of notes in the hands of the public would 
fluctuate in exact correspondence with the fluctuations in 
the amount of gold in the Bank of England, that expecta- 
tion has not been fulfilled. From the censure cast on the 
Bank of England before the Act was passed for not pro- 
ducing this correspondence, it may be inferred that such 
an expectation was entertained.* 

Those who are opposed to the Act of 1844 bring against 
it the following accusations : — , 

First. The Act of 1844 is accused of having produced 
an abundance of money and a low rate of interest, and 
thus have stimulated to excessive speculation. We showed, 
in the last Section, that these are always the precursors of 
a pressure. 

According to this Act, all persons are entitled to demand 
from the issue department of the Bank of England, Bank 
of England notes in exchange for gold bullion at the rate 
of 3iJ. 17«. 9d per ounce of standard gold. When, there- 
fore, the foreign exchanges are favourable to the importa- 
tion of gold, this gold, consisting of gold bars and foreign 
gold coin, which could not be used as money in tbos 
country, is taken to the issue department, and instantly 
converted into Bank of England notes. The amount of 
notes is thus increased beyond what the transactions of the 
country require. Money becomes plentiful, the rate of 
interest falls, and the low rate of interest gives £Etcilities to 
speculative undertakings. 

It must be acknowledged that, previous to the passing 
of this Act, the bank directors had adopted the principle 
of purchasing all foreign gold that might be offered them 
at Zl. \ls, 9^. an ounce ; and it formed a feature of their 
system of management, as explained before a committee of 
the House of Commons in the year 1832. When the 
advocates of the Act say that it is only during a season 

* See the Evidence taken before the Committee on Banks of Issue, No. 2677— 
2713. 
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of pressure that the Act comes into operation,* they can 
xpean only that it is during such a season that the system 
established by the Act differs from the system previously 
in existence. The Act is as much in operation when it 
gives out notes as when it gives out gold. 

It must also be acknowledged that on the 31st August, 
1844, when the Act came into operation, there was a large 
amount of gold in the bank, and a low rate of interest 
consequently prevailed. This gold had accumulated, not 
literally in consequence of the Act, but in consequence of 
the principle embodied in the Act. From the adoption of 
this principle, the gold in the vaults of the bank still farther 
increased after the passing of the Act. 

It must be farther acknowledged, that although the Act 
requires the issue department at all times to issue notes 
against gold, it does not require that the Bank of England 
shall at all times issue 14,000,000^. against securities, 
^he Act^ merely re(][uires that the amount shdU not exceed 
14,000,000Z. And a London banker who was examined 
as a witness before the Lords* Committee, said he expected 
that when the Act came into operation the bank would 
not issue at first more than 11,000,000^. against securities, 
and that the remaining 3,000,000Z. would not be issued 
until the rate of interest had advanced to 3| or 4 per cent. 
But the Act did not require the Bank of England to adopt 
this course ; and its adoption would probably have been 
considered by some parties as a departure from its prin- 
ciple. For it is a fundamental principle of the Act, that 
the amount of circulation shall jerk up and down in exact 
conformity to the importations or exportations of gold. 
And hencer during a feivourable course of exchange money 
must be abundant, and interest must be low. 

It is alleged that the Act still &rther reduced the rate 
of interest, and promoted speculative undertakings, by 
placing the Bank of England in a position in which the 
directors were led to adopt a new system of management,; 

In September, 1844, soon after the Act was passed, the 
directors, whose rate of interest had never previously been 
Jower than 4 per cent., reduced it to 2J per cent. Th^ 
object of this reduction was to invest a larger portion of 

* Ccmmons, 5121. 
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their funds in the disoount of bills. It is stated that, to 
effect this object^ the directors not only reduced their rate 
of discount, but also oanvassed for business, and thus gave 
a stimulus to new transactions. They had been told that 
^ the banking department of the Bank of England was to be 
managed '^ like any other banking concern using Bank of 
England notes." And it is not an unusual thing for 
bankers, when they cannot employ their funds at so high 
a rate of interest as they wish to obtain, to employ them 
at a lower rate. Nor is it unusual for a banker to offer 
his surplus cash to bill-brokers and others, who are known 
to be in the habit of supplying bankers with bills. But 
however consistent the conduct of the directors may have 
been with banking principles, the reduction of the bank 
rate of discount immediately caused a reduction in the 
market rate, and in the rates charged by bankers through- 
out the country. For it must be observed, that when the 
bank lowers her rate of interest upon money in seasons 
of abundance, it has the necessary effect of reducing the 
market rate of interest still lower than the bank rate. 
Suppose, for instance, the bank discounts at 5 per cent. 
and the market rate of discount is 4 per cent., of course 
no bills are offered for discount to the bank. Then the 
bank, to get discounts, lowers her rate of interest to 4 per 
cent. A portion of bills that were previously discounted 
by private bankers and bill-brokers will thqn be taken to 
the bank ; but the notes thus drawn from the bank make 
money still more plentiful, and the market rate &lls to 
3^ or 3 per cent. Now, should the bank reduce her rate 
to 3 per cent, the same effects would again follow. For 
the additional notes thus drawn out would make money 
so abundant, as to reduce- the market rate of interest to 
2^ or 2 per cent, and so on. 

But in seasons of scarcity, precisely the opposite effect 
follows. For when the baiJc raises the rate of discount, 
it has the effect of raising the market rate still higher. 
Thus, if the bank should be discounting at 5 per cent, 
and the market rate should be 5| per cent., let the bank 
raise her rate to 6 per cent, and the market rate will im- 
mediately become 7 or perhaps 8 per cent or even higher 
upon inferior bills. For the bank rate of discount will be 
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the market rate for only the first clsfis of bills— fiuch biUs 
as could be discounted at the bank ; and all bills of the 
second class will have to pay an advanced rate, and those 
of a still more inferior character will not be <^scountable 
at all. 

In 1844 the rate of discount was lower than in any 
previous season of abundance of money. This low rate of 
interest was produced, in the first place, by the principle 
of the Act of 1844, which caused the issue of a large 
amount of notes against gold and silver bullion ; and, 
secondly, by that provision of the Act which separated the 
two departments, and thus brought the banking depart- 
ment of the Bank of England into competition with other 
bankers and money dealers, as discounters of bills.* The 
directors of the bank seem to think that the spirit of the 
Act of 1844 required that the bank should employ its 
reserve. 

" If we keep the notes in the reserve, instead of giving them 
out to the public, the effect that ought to be prodaced by gold , 
coming into the country is coanteracted ; it induces a larger 
amount of capital to come into the country, because you do not 
allow that portion which has come in to be employed. If you do 
not put out the gold, or the representative of gold, you entirely 
prevent its having any effect upon the circulation. The exchange 
will be kept up, and gold will continue to come in.'*f 

Thus it appears that, although there is no positive 
enactment in the Act respecting the management of the 
banking department, the directors so understand its spirit 
as to believe that when gold is going out of the country 
they ought to take measures to prevent its exit ; and when 
gold is coming into the country, they ought to endeavour 
to drive it back again. The first object is attained by 
raising the rate of interest very high ; the second, by re- 
ducing it very low. It must, however, be acknowledged 
that, apart &om any efforts of the banking department, 
a large importation of gold will under the Act necessarily 
cause a low rate of interest. 

Secondly. The next charge against the Act of 1844 is, 
that it does not admit of those occasions^ expansions of 
the amount of notes in circulation which are often required 
by the domestic transactions of the country. 

* Commoni, 2275, 6189, 6847 to 5850. t Commons, 8009. 
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It is alleged that one imperfection of the Act was 
strikingly manifested in the beginning of the year 1846. 
The Parliament required that sJl railway companies that 
intended to apply for an Act, should lodge 10 per cent, 
on their capital within fifteen days after the meeting of 
Parliament. It was impossible to say beforehand what 
amount of notes would be required to make these pay* 
ments. It was variously estimated at from 12,000,000^. 
to 25,000,000^.^ while all the notes in the hands of the 
* public amounted to only about 20,000,000Z. Ultimately 
the railway companies of Ireland and Scotland were 
allowed to make their payments in Dublin and Edinburgh, 
respectively; and the payments in London did not amount 
to more than 14,000,000^.* This large sum was paid by 
means of the banking department of the Bank of England ' 
lending out the money as fast as it was received. Had 
the Act of 1844 not been in existence, the Bank of Eng- 
land (as in the case of the West India loan, and of previous 
loans) mi^t have lent out the money before the time of 
payment arrived, and no apprehensions would have been 
entertained. The notes in circulation would have been 
largely increased for a few days, and then again have sub- 
sided to the former amount. As it was, the payment was 
not made through any virtue in the Act. And had it been 
required under different circumstances, or when the bank- 
ing department had a smaller reserve, it could not have 
been made at alLt 

It is feather alleged, that the Act of 1844 requires an 
immediate contraction in the amount of the notes when- 
ever gold is exported for merely a temporary or spe- 
cific purpose. Between March 13 and April 24, 1847, 
2,237,200/. was exported in payments for com. An equal 
amount of notes was of course cancelled by the issue 
department. These notes must have been taken out of the 
hands of the public, or from the banking department of the 
Bank of England. About the same time, the Government 
had occasion to borrow of the banking department about 
3,500,000/. to pay the April dividends. The banking de- 
partment, consequently, for a while limited their discounts, 
and even refused to grant loans on exchequer bills. Great 

• Lords, 1209, 1214. t Lords, 1209. 
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pressure was consequently felt, though it did not last for a 
long time. Now it is alleged, that if the Act of 1844 had 
not existed, the directors would have allowed the gold to 
be exported without immedicUely contracting the notes in 
circulation. They would have lent the money required by 
the Government, without refusing the loans and discounts 
to the public ; and the contraction of the circulation, by 
being extended over one or two months, instead of a few 
weeks, might have produced no inconvenience. 

By. the Act of 1844, the circulation of the country 
banks was restricted to a certain amount. The average 
of the twelve weeks ending the 27th of April, 1844, was 
fixed for the maximum. During some months in the year 
the country requires more notes than this maximum; 
and, as the banks can issue no more notes of their own, 
they obtain Bank of England notes from London. In the 
year 1845 Acts of Parliament were passed for the regula- 
tion of the notes issued in Scotland and Ireland. Beyond 
certain fixed amounts, the banks in these countries are 
required to hold gold equal to the amount of notes in cir- 
culation. In both countries this circulation fluctuates! 
In Scotland, the highest amount is in November. In 
Ireland, the highest amoimt is in January or February. 
In these months they require more gold, and this gold 
they obtain from the issue department in exchange for 
Bank of England notes. Before the Act of 1844, the cir- 
culation of the country parts of England, of Scotland, and 
of Ireland, expanded or contracted as required by the wants 
of the public, without affecting the London circulation of 
the Bank of England; but under this Act, the expansion 
of the circulation of the country banks, the banks of Soot* 
land and of Ireland, are attended by a contraction of the 
circulation of Bank of England notes in London. This 
may not be a matter of much consequence in ordinary 
iimes, when the banking department of the Bank of Eng- 
land has a large reserve ; but in seasons of pressure, such 
as occurred in 1847, this drain on the London circulation 
may be more severely felt. 

It may be farther stated, that the withdrawal or discon- 
tinuance of a certain amount of bills of exchange, through 
loss of credit or otherwise, would render a larger amount 
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of bank notes necessary to fill up the space formerly occu-* 
pied by those bills of exchange. But for such a circum- 
stance no provision is made by the Act* 

Thirdly. It is alleged that the Act of 1844 tends to 
produce and to aggravate pressure, and at the same time 
deprives the Bank of England of the power of granting 
adequate assistance, even when the pressure is most 
urgent, and when assistance can be rendered without any 
danger of affecting the foreign exchanges. 

This objection assumes tibat a pressure is an eviL It 
assumes, ^t to advance the rate of interest to a rate 
which no profit can afford to pay — ^to deprive solvent 
houses of the means of meeting their legitimate engage^ 
ments — to cause a universal reduction of prices, and thus 
to baffle the calculations of even the most prudent — to 
reduce wealthy merchants to the condition of paupers — 
to deprive manu&cturers of the means of executing their 
orders, and thus to throw thousands of industrious people 
out of employment — ^to sell to foreigners large amounts of 
goods and manufactures at less than the prime cost, thus 
causing a great national loss — to paralyse the national 
industiy — to stop the progress of useful works — and to 
destroy confidence and credit — ^the objection assumes, that 
•a pressure which produces effects like these is a national 
evil And such must be the opinion of those who sus- 
pended the Act, and of those who approve of that suspen- 
sion ; for it was to prevent or to remove evils like these, 
that the Act was suspended. 

It is alleged that the Act tends to produce such pres<^ 
sures. By issuing notes against all the importations of gold, 
it causes abun^mce of money, lowers the rate of interest, 
and stimulates to speculative undertaking, (thus the low 
rate of interest in 1844 and 1845 stimulated the railway 
speculations,) and then, speculation is always succeeded by 
pressure. If, therefore, similar causes produce similar 
effects, and if the future shall resemble the past, the opera- 
tion of the Act of 1844 will tend to produce pressure. 

It is &rther alleged, that when a pressure occurs with- 
out being produced by the Act, then the Act tends to 
a^ravate the pressure. An un&vourable course of the 

• Lords, 232—285. 
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exchange may be produced by a large importation of com. 
The Act requires that the exchange shall be rectified by 
an exportation of gold, and that this exportation of gold 
shall be attended by a contraction of the domestic circu- 
lation (according to the present meaning of the word 
circulation) to an equal amount. It is hardly necessary 
to show that these regulations must aggravate a pressure. 

It has been said, that the pressure of 1847 was produced 
by the railway speculations and the £unine, and therefore 
it was not produced or increased by the Act of 1844. We 
do not perceive the soimdness of this reasoning, and it 
seems to show a forgetfiilness of the peculiar operation of 
the Act The Act requires that the amount of notes in 
circulation shall fluctuate in exact accordance with the 
amount of bullion. Hallway speculations, &,mine, foreign 
loans, or a hundred other things, may turn the foreign 
exchanges, and cause gold to be exported, but it is the Act 
which causes our circulation of notes to be contracted in 
proportion as. the gold is withdrawn. So a hundred dif- 
ferent circumstances may cause gold to be imported, but 
it is the Act which causes the circulation to be inflated in 
correspondence with this increased amount of gold. Herein, 
we think, is the injurious operation of the Act. When the 
exchanges are favourable, gold is imported. The gold is 
in bars and foreign coin, and could not pass as money. 
But the Act issues notes against this gold, thus increasing 
the circulation, lowering the rate of interest, and giving 
rise to speculations of all kinds. These speculations, co- 
operating possibly with other causes, turn the exchanges. 
Notes are then ta^en to the bank, and gold demanded, for 
the purpose of being exported. This contraction of the 
circulation of notes produces pressure, and the apprehension 
of ferther pressure produces panic. 

They who contend that the Act of 1844 has not "in 
the slightest degree tended either to create or to increase 
the pressure"* of 1847, seem to be inconsistent in con- 
tending, at the same time, that the Act has preserved the 
convertibility of the bank note. It was the pressure and 
the high rate of interest, and low prices consequent upon 
the pressure, that checked the efflux of gold, and turned 

• • Lordf, 8106. 
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the exchanges. Now, if the Act had no effect in pnv 
dxLcing or increasing that pressure, the convertibility of 
the note, by whateyer causes it was secured, was not secured 
by the Act. If the Act did not in the slightest degree 
either create or increase the pressure, in what way, we ask, 
ooidd it preserve the convertibility of the note ? It appears 
to us that those who contend that the Act preserved the 
convertibility of the note, are bound by consistency to 
admit that iiie Act produced or increased the pressure. 

It is &rther allied that the Act aggravates a pressure 
by the ** panic " which it creates. It is stated that, during 
the pressure of 1847, notes to the amount of 4,000,000^ 
were hoarded under the influence of panic, and tiiis hoard- 
ing was occasioned by the provisions of the Act It must 
be acknowledged, however, that something of this kind has 
taken place in former pressures. We noticed this circum* 
stance with reference to the pressure of 1836,* and again 
with reference to the pressure of 1839.t 

** A contraction of the circulation leads to a general 
apprehension of danger. Hence the bankers and others 
keep larger reserves of bank notes on hand, in order to be 
prepared for the worst, and thus the evils of the contrac- 
tion are considerably increased. ' That portion of the 
notes of the Bank of England which is passing from hand 
to hand, may be called the active circulation. That por- 
tion which is hoarded, or kept in reserve to meet possible 
demands, may be called the dead circulation. Now, it is 
quite certain that the dead circulation, while it remains in 
that state, has no effect upon the prices of commodities-^ 
the spirit of speculation — or the foreign exchanges. These 
are affected only by the active circulation. In seasons of 
pressure the dead circulation is increased at the expense 
of the^active circulation, because people hoard their money 
to meet contingencies. Hence we find the pressure is 
often more severe than the reduction of the Bank circu- 
lation would seem to warrant. But the fact is, that the 
pressure is in proportion to the reduction of the active 

* The Hiitorv of Banking in America ; with an Inquiry how tax the Banking 
Ittstttations of America are adapted to thiv Country, and a Review of the Causes 
of the Recent Pressure on the Money Market. By J. W. Oilbart. Page 96. 

t An Inquiry into the Causes of the Pressure on the Money Market in the 
year 1889. By J. W. Oilhurt. Page 88. 
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circulation, aud not in proportion to the reduction of the 
whole circulation. On the other hand, in seasons oi abun- 
dance, the dead circulation is diminished, the active circu- 
lation proportionablj increased, and hence the stimulus 
given to trade and speculation is much greater than the 
returns of the Bank of England would warrant us to 
expect.' "* 

If this disposition to hoard— or, more properly, to make 
provision for future or contingent demands — existed in 
1837 an4 1839, when the Bank of England had the 
unrestricted power of issuing notes; when there was the 
most unbounded confidence in her ability to render assist- 
ance — and when every solvent person expected, if neces- 
sary, to receive that assistance — ^it is natural to suppose 
that this disposition would be stronger in 1847, when the 
Bank of England had become divided into two departments 
—one of which could issue no notes except against gold, 
and the other had barely notes enough to meet its own 
obligations. For this alteration in Ihe condition of the 
Bank of England, and the consequent feelings it inspired, 
the Act of 1844 is clearly responsible. 

It is said that this desire of *' hoarding *' arose from 
PANIC ; and that the sum thus " hoarded " amounted to 
4,000,000^. of notes. It is difficult to state where pru- 
dence ends and panic begins. This hoarding was no doubt 
carried on by all the joint-stock and private bankers, who, 
having received from the public large sums of money pay- 
able on demai^d, deemed it prudent to put themselves in 
a condition to repay these sums in case they should be 
demanded. And, from the number of banking establish- 
ments that exist in London, and throughout the country, 
it is reasonable to suppose that the sums thus hoarded 
must have been considerablct Many private parties, too, 
from distrust of their bankers, probably kept their hoards 
in their own hands. No blame, however, can attach to 
the bankers; for, although this ''hoarding" increases the 
pressure, yet, were they not to adopt this course, their 
banks might stop payment, and thus a heavier calamity 
would fall upon the public. 

* History of Banking in America, page 96. 

t See Evidence before the Commoni' Committee, 70, 17S7, 4605, 5776. 
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It is &rther alleged that the Act of 1844 has deprived 
the Bank of England of the power of granting assistance 
by the issue of notes during a pressure, even when the 
pressure is most urgent, and the foreign exchanges are 
fiiVourable. Before the passing of the Act, when there 
was no separation of departments, the bank directors re- 
stricted their issues when the exchanges were un&Yourable, 
but extended them when the exchsmges were favomrable. 
Hence, during the pressure of 1837, they granted assistance 
by a &rther issue of notes to the Northern and Central 
Bank, because the exchanges had become fitvourable. 
Between the periods of an efflux and an influx of gold 
there is always an interval of tima This interval is 
usually the highest point of the pressure ; and heretofore 
the Bank of England would relieve the pressure by ex- 
tending her issue of notes, in anticipation of the gold 
about to arrive. By this means solvent houses were pre- 
vented stopping. Confidence was restored, " hoarding " 
was diminiEJied, and the pressure removed. But the Act 
of 1844 does not alloy this. No additional notes can be 
issued until the gold has returned. The same course 
must be followed, whether the exchanges are &vourable or 
un£Etvourable ; and to anticipate the return of the gold, 
by a fiirther issue of notes, under any circumstances, how- 
ever urgent, would be a departure from the principle of 
the Act. That such a departure, however, may be made 
with immense advantage to the public, is obvious from 
the effects which immediately followed the suspension of 
the Act in October, 1847.* 

It is chiefly in this respect that the system established 
by the Act differs from ihe system previously in operation^ 
And some of the witnesses, looking no farther than this, 
merely recommended that a power to suspend the Act in 
cases of severe pressure, shoidd be lodged either with the 
Government or the Bank. We feel no regret that the 
L^lislature did not comply with this recommendation. 
It is this inflexibility of the Act which makes the com- 
mercial classes /€eZ the unsoundness of its whole principle. 
Had a dispensing power been granted, we should merely 
have &llen back upon the previous system, with the 

* Commons, 6387—^89. 
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additional disadvantage that the bank wotdd never be 
able to adopt a better system, even if so disposed. The 
directors had for several years professed to govern the 
issue of notes by the foreign exchanges, but departed from 
that principle according to their discretion. The Act of 
1844, by its inflexible enactments, put this principle to 
the test of experiment. The principle could not bear that 
test, and hence the Act was suspended. There is now a 
chance, at least, that we shall get a better system. The 
following is the language we addressed to the joint-stock 
banks at the time the Act was passed : — 

'' It must be acknowledged that the principle of regu- 
lating the currency' by the stock of bullion in the Bank 
of England, as proposed by Sir Kobert Peel, is one which 
the joint-stock banks/ as well as the private banks, have 
strongly condemned. But since we cannot obtain the 
adoption of our own views, the question for our con- 
sideration is. Whether the existing system or that now 
proposed will best promote the interests of our establish- 
ments 1 And we shall probably determine that it is better 
to have a imiform law, the operations of which may be 
subjected to some degree of calculation, than unknown 
laws, which are applied or suspended according to the 
impulse of caprice. 

" The proposed measure is an experiment ; and so 
excellent is the machinery, that the experiment interferes 
as little as possible with existing interests. And the 
old machinery being retained by the continuance of the 
country issues, the return is easy to the former system, 
if necessary, before any serious injury can be inflicted 
on the coimtry. 

" As practical bankers, we contend that experience is 
the only test of the soundness of a theory. Let, then, 
* the currency principle ' be tried by this test. If it 
succeeds, the joint-stock bankers, in common with every 
other qlass of the community, will share the advantaga 
If it fails, then other principles will, perhaps, be tried ; 
and, notwithstanding all the denunciations we have heard 
upon the subject, it may perhaps be ultimately found 
that the principle of ' competing issues,' as practised 
in Scotland, is the only effective principle by which 
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the currency throughout the United Kingdom can be 
managed/'* 

It is obvious that *' the currency principle " has been 
tried and has &il^. It seems now to be the proper 
time to try the antagonist principle — ^that the amount of 
the domestic currency should be wholly unaffected by 
the importations or exportations of bullion. We doubt 
not that the talent and ingenuity which firamed the Act 
of 1844 can construct a plan for bringing this principle 
also to the test of experiment. When this is done, 
we will judge of the soundness of the principle by its 
results. So &r as it has hitherto been tried, it has never 
fiuiled.f 

* Letters of Nehemiah, page 9. In the year 1844, I addressed four letters 
to the johit-stock banks, under the signature of Nehemiah. — "The first was 
written a short time previous to the opening of Parliament : the second, soon 
aiterwMtls, when an impression prevailed that a plan would be proposed for the 
establishment of one bank of issue : the third, immediately after Sir Robert Peel 
had announced his measures in the House of Commons, and before the deputies 
from the joint-stock banks had held their meeting for the purpose of considering 
them : and the fourth, after those measures had become law." The object of 
fhe third letter—from which the above quotation is taken — was to advise the 
yAnt-vUKik banks not to discuss the principle of the currency in their communi- 
cations with the Government, but to endeavour to obtain some practical modi- 
fications of the measures originally proposed. My advice was followed, and the 
modifications were obtained. The joint-stock banks have had no meeting 
respecting the pressure of 1847. They have consequently expressed no opinion 
lespeeting it ; nor did they propose any witnesses for examination before the 
paniamentary committees. It was not thought advisable that the joint-stock 
banks as a body should interfere with public questions, except such as have 
a special reference to themselves, as joint-stock banks. It was therefore deter- 
mined to watch the proceedings of the committees, but not to call a meeting of 
" the deputies," unless some measures were recommended that might practically 
affect the joint-stock banks. 

t It would appear from the recent Message of the President of the United 
States of America, that his principle has been tested by the operation of the 
'* Constitutional Treasury." 

<( During the present year nearly the whole continent of Europe has been con- 
vulsed by civil war and revolutions, attended by numerous bankruptcies, by an 
unprecedented fall in their public securities, and an almost universal paralysis 
of commerce and industry ; and yet, although our trade and the prices of our 
products must have been somewhat unfavourably affected by these causes, we 
nave escaped a revulsion, our money market is comparatively easy, and public 
and private credit have advanced and improved. 

"It is confidently believed that we have been saved ftom their effect by the 
salutary operation of the Constitutional Treasury. It is certain that, if the 
24,000,000 of specie imported into this country during the fiscal year ending on 
the SOth of June, 1847, had gone into the banks, as to a great extent it must 
hare done, it would, in the absence of this system, have been made the basis of 
augmented bank paper issues, probably to an amount not less than 60,000,000 or 
70,000,000 of dollan, producing, as an inevitable consequence of an inflated 
eurrency, extravagant prices for a time, and wild speculation, which must have 
bci^ followed, on the refiux to Europe the succeedmg year of so much of that 
ipede, by the prostration of the business of the country, the suspension of the 
banks, and most extensive bai^ruptcies. The restraining effect of the system 
upon the tendencies to exoessire paper issues by banks, ^m saved the Govern- 
ment ttam. heavy losaet, and thousands of our business men from bluikruptcy 
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We have thus endeayoured to trace (impartiallj, as we 
believe) the practical operation of the Act of 1844.* It 
is reasonable to suppose, that under similar circumstances 
it will produce similar effects. Whaf will be its effects 
under other circiimstances, we • have jet to learn. We 
have yet to learn what will be the operation of the Act 
under a large importation of gold, ab initio, from a &your- 
able state of the exchaDges — ^what will be the effect of the 
Act during a pressure, when it shall not be suspended — 
and how its effects may be increased or mitigated by any 
different system of management on the part of the banking 
department We have yet to leam how the Act will work 
financially during a large falling off in the public revenue, 
an increase of taxation, or contracts for large Government 
loans ; and how it will work during a war, in which we may 
have to maintain armies on the continent, or to subsidize 
foreign powers. We have yet to leam whether the issuing 
department will be ultimately removed &om the Bank of 
England to the Exchequer, and we shall have a paper cur- 
rency issued by the Government under the authority of 
an Act the provisions of which may be suspended (as here- 
tofore) by the same Government; and also whether the 
future suspensions of the Act will ever be influenced by 
party or political considerations. And, finally, we have yet 
to learn how the Act will work in case of any large import^ 
ations of gold &om the mines of Russia or California. 

We may be reminded that, should the Act work un- 
&,vourably under any of the above circumstances, there is 
one remedy always at hand— the remedy which has already 
been applied — ^to suspend it. And no doubt, under any 
Government, men will be foimd who will have the courage 
to apply this remedy. But this will not remove the pre- 
vious evil The suspension, too, may be long delayed, and 
in the mean time much mischief may arise. In the next 
pressure the nation will be like " a cat in an air-pump." 
The animal will not be allowed to die, but at what precise 
period of exhaustion rehef will be afforded will depend 

and ruin.t The wisdom of the system has been tested by the experience of the 
last two years, and it is the dictate of sound policy that it should remain 
undisturbed.*' 

* The reader will find some further observations on this Act in the Sectioii on 
*' the Administkation of the Banking Departmoit of the Bank of England." 
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upon the yievm and theories di the philosophic statesman 
who may at the time be performing the experiment. . 
. It will not be safe for practical bankers to calculate 
with too much confidence upon the suspension of the Act. 
They should make their arrangements on the supposition 
that it will not be suspended. And it behoves them to 
inqtlire what are the principles upon which, under such 
circumstances, their establidiments ought to be adminis- 
tered. This we shall now proceed to do. 

We pointed out at the passing of the Act the coxurse 
which we thought prudent bankers ought to pursue. 

<< Permit me now, with all deference, to point out the 
course which I think the joint-stock banks i^ould pursue. 
In future, the amount of notes in circulation will be regu- 
lated by the foreign exchanges When the exchanges 
are fitvourable, money will be abundant ; when they are 
unfiiYourable, it will be scarce. The evils arising from a 
scarcity of money can only be avoided by following a pru- 
dent line of conduct when money is abundant. We, then, 
as prudent bankers, ought at present to check our desires 
of mftking large profits and declaring high dividends, and 
be content to employ our funds at a low rate of interest, 
rather than lock them up in hazsuxlous or inconvertible 
securities. We should call up our old overdrafts, and our 
dead loans, and, if necessary, increase our capital, so as to 
place ourselves in the position most favourable for meeting 
an adverse state of the foreign exchanges. In cases of 
pressure on the money marke^anBing ^m an unfavour- 
able course of exchange, the Bank of England wiU not be 
able, as heretofore, to relieve that pressure by a &rther 
issue of notes, and, so fikr firom granting assistance to other 
banks, she may, &om the extent of her transactions, be 
more in need of assistance herself. We must, therefore, 
conduct our banks, individually, on a principle of selfr 
dependence ; we shall have to limit our overdrawn accounts^ 
to avoid all advances on inconvertible securities, and to call 
up such an amount of capital as shall secure to us the 
means at all times of giving reasonable accommodation to 
our customers. On the recurrence of a pressure similar to 
that of 1839, the cry will be, Sauve qui pevt — " Every one 
must take care of himself.*** 

* Letters of Nehemiah. 
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The knowledge we have acquired of the working of the 
Act 4will tend to give additional force to these recommen- 
dations. The attention of practical bankers will also be 
called to other points besides those which are here named. 

It will become a question with them to what extent 
they should continue to allow interest on their deposits. 
Some of the joint-stock banks in London allow interest on 
the minimum balance of a current accoimt. Others allow 
interest only on deposit receipts. But most London 
bankers, whether private or joint-stock, allow interest on 
the daily balance to their country connexions. In seasons 
of abundance, however, they usually limit the amount on 
which they allow interest, to prevent themselves being 
glutted with money from the country banks. But should 
the Act of 1844 produce those frequent alternations from 
abundance to pressure, and again from pressure to abund-* 
ance, which we think it will produce, then it will become 
a matter of consideration how far the practice of allowing 
interest on deposits can be continued. It can never be 
worth a banker's while to allow interest on money which 
remains in his hands only so long as it cannot b^ em- 
ployed, and is taken from him the moment it becomes 
valuable. During the year 1847 vast sums were with- 
drawn from both the London and the country bankersf^ 
not from any distrust of these bankers, but with a view to 
make more profitable investments. The rate of interest 
had been for some time previously very low. Consols had 
been at par ; and when consols fell so low as to yield 3| per 
cent, interest, and the railway companies issued debenttures 
bearing interest at 5 per cent., large sums were withdrawn 
from all the banks, as well as from the savings banks, for 
the purpose of being invested in these securities. The 
bankers had no right to complain of this, as they were 
called upon only to fulfil their engagements ; but they wUI 
probably be unwilling in future to allow interest on deposits 
of this description. 

Another circumstance which the operations of the Act 
of 1844 will lead practical bankers to re-consider, will be 
the extent to which they should invest their surplus funda 
in Government securities. Many bankers have considered 
it as a soxmd principle to invest a certain portion of their 
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funds in Grovemment securities. We have laid before our 
readers extracts from evidence given before parliamentary 
committees, in &,vour of this principle, and we expressed 
our own convictions respecting the same doctrine. But we 
must acknowledge the operations of the Act are sufficient 
to show that this principle should be acted upon with 
caution, and should be limited in its application. The 
Act will cause money to be alternately abimdant and 
scarce. When money is abundant, the funds are high ; 
and when money is scarce, the funds are low. In seasons 
of abimdance the banker will be full of deposits ; in seasons 
of pressure his deposits will be withdrawn, and he will, 
moreover, be asked to assist his customers by &.rther ad- 
vances. He will, therefore, always have occasion to sell 
out of the funds when the price is low, and thus he will 
9ustain. loss. It will, consequently, be his interest to em- 
ploy his surplus funds in other investments, or even to 
keep his money unemployed in his till, rather than invest 
it in Government securities. His risk will be greater if 
the Act should be capriciously suspended. In October, 
1847, several banks are said to have sold out of the funds 
only a few days before the appearance of the Government 
letter. After the issue of that letter the money was not 
wanted ; but, as the funds immediately rose, the money 
oould nbt be replaced but at considerable loss. The reports 
and proceedings of the joint-stock banks brought to light 
some transactions of this kind, and it is probable that 
the private banks sustained heavy losses by similar trans- 
a^ons. 

Another lesson that will be more deeply impressed upon 
the minds of practical bankers, will be to conduct their 
establishments in such a way as to be self-dependent in 
seasons of pressure. 

The events of the year 1847 are sufficient to show to 
what extent dependence can be placed on the Bank of 
England. Several of the directors coniplained that every 
body looked for assistance to the Bank of England. No 
expectation could be more complimentary to the bank, nor 
show more strongly the confidence she had inspired under 
her previous government. In no {](receding pressure had 
she refused a^^istance upon the ground that she was unable 

YOL. I. G 
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to grant it. But in former pressures there was no sepa- 
ration between the issuing and the banking departments. 
Her great strength lay in the power she possessed of ex- 
panding the circulation. That power she surrendered to 
the Act of 1844. She then became like *' any other bank- 
ing concern issuing Bank of England notes." Her locks 
are now shorn.* 

The Bank of Liverpool had been one of the oldest and 
most respectable of the connexions of the Bank of England. 
They had, from their commencement, never issued any 
but Bank of England notes, and had always a pretty large 
discount account with the branch at Liverpool. Yet, in 
the year 1847, their minute-book contains several entries 
similar to the following : — *' The manager stated he had 
seen the agent of the branch bank this morning, and that 
he would not discoujit anything for us to-day." Even in 
the comparative light pressure of April 1847, the bank sud- 
denly restricted their (fiscounts; and, in October 1847, they 
were quite unable to meet the public demand, although in 
some cases they lent consols instead of money. Indeed, • 
it was because the means of the bank were unable to 
supply the demand for notes, that the Act of 1844 was 
suspended ; yet the governor and all the other witnesses 
who supported the Act of 1844, stated their opinion that 
the pressure of 1847 was not so severe as some preceding 
pressures. How much sooner, then, would the means of 
the bank have been exhausted, if the pressure had equalled 
its predecessors in severity! 

While bankers should not depend on the Bank of Eng- 
land, neither should they depend on the bill-brokers. A 
b^roker, as the name implies, is an intermediate party 
between the borrower and the lender. When money is 
abundant the bill-broker has large funds at his dispoiEnly 
with which he will discount at a lower rate of interest 
than the bankers. When a pressure arrives, these Amds 
are withdrawn, and his occupation is gone. Some bill- 
brokers have large ci^itals of their own, and take in 
deposits, re-payable on demand; and to this extent they 
may be r^urded as bankers. When money is abundant 
sometimes cunning people, instead of going to their own 

• CommoBt, 799, 8S3S-4, 8Ml-f , 46W, M89. 
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banker^s, will take their bills to the bill-brokers, who will 
discount them at a lower rate; and when the pressure 
arrives, and the brokers no longer discount, they think to 
return to their banker'& It is said that some eoontry 
banks have occasionally adopted the same system. But 
it is clearly a bad system for any bank to adopt A bank 
that is dependent on re-discount will most likely feel 
soma inconvenience in a season of pressure, even when the 
bills are all undoubtedly good. But if the bank has, from 
a desire of making large profits, been induced in seasons 
of abundance to re-discount inferior bills, the results may 
be more serious. For in a season of pressure, a large 
portion of those bills will not be paid, and the bank will 
have to provide payments for its own indorsements, while 
its former channels of re-discount will be closed. Afl the 
joint-stock banks that stopped payment in 1847 had been 
accustomed to re-discount; and though some of them 
were imsound in other respects, yet the immediate cause 
of their stoppage was the inability to re-discount We 
again refer to &e proceedings of the Bank of Liverpool 
''The manager stated that out of two small simis of 
10,000^. sent to London to the broker's, only one had been 
done."— "We had then 100,000^, at call with certain bill- 
brokers, who were unable when applied to to return us 
more than 25,000^." The governor of the bank stated 
that the fidlure of the com speculators caused the failure 
of an eminent discount-broker having a large country 
connezion; and this £edlure, by closing one of the prin- 
cipal channels of discount between the country and 
London, caused distrust to extend into the country. 

Banks should not only avoid depending on the Bank of 
England, or on bill-brokers: they should also avoid de- 
pending on other banks. Some banks in manufacturing 
districts are in the habit of discoimting with banks in 
agricultural districts. A very good practice, as we think. 
But the banks requiring the discount should always recol- 
lect that when a pressure arrives, the discounting bank 
may have other ways of employing its funds. Oountry 
baxiks^ too, should not rely too much on their London 
agents. Some London baiters have, no doubt, immense 
power. At the same time, in seasons of pressure, they 

o2 
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have immense claims upon them.* If free from a run 
upon themselves, they will endeavour so to administer 
their funds as to afford reasonable assistance to all their 
connexions. And no one connexion should expect to 
receive more than this reasonable amount of assistance. 
But they may themselves be exposed to danger. The panic 
of 1847 was not a banking panic, but a commercial panic; 
and therefore the London bankers were comparatively 
free from molestation. But banks had failed in Liver- 
pool and Newcastle, and this might have caused a banking 
panic in London. The panic of 1825 commenced by the 
failure of a coimtry bank. In such a case the London 
bankers could have rendered but little assistance to their 
country connexions. It must be recollected that the Act 
of 1844 was suspended upon the application of the London 
bankers. The governor of the bank stated to the Com- 
mittee of the House of Lords — " The London bankers and 
discount-brokers refused to grant the usual accommodation 
to their customers, and necessarily obliged every one re- 
quiring assistance to resort to the Bank of England." 

The most eflfectual way of acquiring this self-dependence 
that we have been recommending, is to call up an ade- 
quate amount of capital. During a pressure, as we have 
already said, a baiiker has three additional claims on 
his funds. In the first place, a large amount of his 
deposits may be withdrawn. Secondly, many of his cus- 
tomers, and some probably of the wealthiest, will require 
additional assistance, in the way of loans and discounts. 
And, thirdly, he will think it prudent to keep a larger 
sum in his till, to meet contingent demands. On the other 
hand, the bills, he holds will not all of them be regularly 
paid ; the temporary loans he has granted will have to 
be renewed ; and should he call up any of his permanent, 
or dead loans, it will resemble calling spirits from the 
deep. In this case he will find the benefit of a large 
capital ; and it is only by means of a large capital that all 
these operations can be performed with comfort to himself 
and satis&ction to bis customers. But if we increase our 
capitals to the frdl extent that may be required in seasons 
of pressure, we must not expect to pay high dividends. 

* Commons, 2344^8. 
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I 

It is obvious that with the same extent of business, a 
bank with a large capital must pay a lower diyidend than 
a bank with a smaU capital. It seems therefore likely 
that the average rate of banking profits will be redaoed. 

" The fluctuations in the value of money produced by 
attempting to regulate the currency by the foreign ex- 
changes are injurious to both the London and the country 
bankers. In seasons when money is abundant, the 
bankers obtain but a low rate of interest on their loans 
and discounts — and they are tempted to make imprudent 
investments in order to employ their funds. And when, 
on the other hand, money is scarce, the amount of their 
lodgments is reduced — ^the rate of interest allowed on the 
permanent deposits is advanced — a larger sum is kept 
imemployed in the till — and there is more danger from 
losses, either by the failure of parties in debt to the bank, 
or by the necessity of realising Government securities. 
Those country bankers who are in the habit of re-dis- 
counting their bills in London are induced, when money 
is abundant, to carry this system to a great extent, because 
they can obtain money at 2 or 3 per cent, in London, and 
lend it in the country at 4 or 5 per cent. But when 
money becomes scarce they have to pay an exorbitant 
interest or are denied discounts altogether, and they are 
then compelled to refuse their customers their usual ac- 
commodation, and then great distress is occasioned in the 
provinces. Except under peculiar circumstances, both 
the extremes of abundance and scarcity of money are un- 
&vourable to large banking profits. A state in which 
money is easy without being abundant, and valuable with- 
out being scarce, is the most conducive to the prosperity 
of both the banking and the commercial interests of the 
country." * 

While, however, the profits of a banker from the ordi- 
nary operations of his business may be diminished, it is 
possible he may have opportunities of making other profits 
by those fluctuations in the prices of public securities, 
which usually occur in the different periods of a circle of 
the currency. In the first period, immediately after a 
pressure, money is abundant without speculation ; in the 

* An Inquiry into the Causes of the Pressure on the Money Market during 
the year 1839, by J. W. Gilhart. 
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second period, money is abundant and speculations abound ; 
in the third period, speculation begins to dedine and 
money it in demand; in the fourth period, money is scarce 
and a nressure arriyes. It is impossible to say how long 
eadi of these periods may last, as they will be influenced 
by political events — the abundance of the harvests — ^the 
direction which speculation may take — and the state of 
the public mind. Their approach or decline is generally 
indicated by the stock of gold in the Bank of England. 

During the first period money will be abimdant, because 
the importation of gold will cause an increased issue of 
bank notes ; because, the import of commodities being 
diminished, there will be fewer bills drawn from abroad 
upon English houses, and offered for discount to the London 
bankers; and because trade will have become paralyzed at 
home, and prices will have £allen, so that less money will 
be required to carry it on. A banker at this period, will 
have more money than he can employ. But at this period^ 
the prices of the public funds and of other securities are 
low. The Act of 1844, by causing great fluctuations in 
prices, gives great advantage to prudent capitalists, at the 
expense of the less prudent or less wealthy classes of the 
community. " All fluctuations in trade," says Mr. Gumey, 
" are advantageous to the knowing man."* To those who 
are not " knowing men," these fluctuations are injurious. 
The abundance of the circulation produces a midtiplication 
of contracts, and then the contraction of the circulation 
produces an inability to ftdfil them.t And those who 
have stock or any other kind of saleable property, are 
obliged to realise in order to fulfil their engagements. 
Bankers may during this period make advantageous in- 
vestments ; and as they may calculate that another pressure 
will not arrive for two or three years, they may purchase 
a limited amount of securities that have six or twelve 
months to run. During the second period, money will be 
in demand, though there may be no great advsoice in the 
rate of interest. The securities purchased by the banket in 
the first period, will now be &,lling due or advancing in 
price. But this will be the period of his greatest danger, 
and he must have a care not to let his desire of getting 
Jiigher interest lead him to make undue advances upon 

• Lords, 1S24 . t Lords, 8845. 
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the commodities or securities that may be the subject of 
speculation. The third period, will be the most profitable 
for the banker in his direct business. Money will be in 
fall demand at a good rate of interest, and his deposits will 
hardly have begun to decline. He should now sell out 
stock and exchequer bills, or any other secmrities likely to 
be aflFected by the approaching pressure. He should make 
advances only by discounting short bills or making short 
loans. He should weed his accounts of such customers as 
have deeply engaged in the previous speculations — and put 
himself in a condition, to support liberally thrpugh the 
pressure^ those who may be entitled to his assistance. 

It seems, therefore, probable that bankers will, under 
the Act of 1844, endeavour to make up for diminished 
profits by dealing more largely in securities. According to 
the evidence of Mr. Pease, the fluctuations in the currency 
have already produced similar effects in the departments 
of trade and commerce. 

'* I stated, as clearly as I was able to do, that the man who 
bought from hand to mouth, which is the common case, and did 
not watch those fluctuations of capital, so as to buy when things 
were unusually depressed, and to sell when things rose again, 
failed The only man who succeeded in making money, succeeded 
in carrying on a speculative kind of business, that has arisen from 
the want of regularity in the values of money and produce. The 
man who did not so speculate — ^buying largely at one time, and 
selling very freely at another — did not succeed." " It is of great 
importance that persons who do not desire to carry on a specu- 
lative business should have some assurance that it is moderately 
productive. That assurance they have lost, by being suddenly 
deprived by those fluctuations of that which they thought they 
had secured by their industry."* 

Though we would not confound this kind of speculation 
with that which takes place by means of time bargains on 
the Stock Exchange, yet we do not think it desirable that 
banks should deal in the public securities merely with a 
view of making a profit from the fluctuations in price. 
Sometimes the banker will be out in his calculations, and^ 
instead of selling at a profit, he will have to sell at a loss, 
or else submit to a lock-up of his funds. And at all times 
there is a danger that he will acquire a speculative feeling,. 
' which will lead him to disregard the steady pursuit of hia 
trade. 

* CommonR, 4700, 4702. 
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SECTION IX. 

THE ADMINISTRATION OP THE BANKING DEFABTMENT OP THE 

BANK OF ENGLAND. 

By the Act of 1844, the banking department of the 
Bank of England was separated from its issuing depart- 
ment ; and was to be managed like " any other banking 
concern issuing Bank of England notes." Taking this 
view of the banking department, we propose to inquire on 
what principles it ought to be administered. We shall do 
this, however, not so much with the view of bringing for- 
ward any notions of our own, as to lay before the reader 
some account of those principles which the bank directors 
have adopted for their government. This will lead us, per- 
adventure, to discuss some principles of practical banking 
to which we have not hitherto had occasion to refer. We 
shall, then trace the operations of this department since 
the passing of the Act of 1844. 

The Bank of England is governed by a court of directors, 
consisting of twenty-four members. These are selected 
from the mercantile classes of London, virtually, by the 
other directors, who form what is called a House List. They 
recommend certain persons to be chosen as directors, and 
the proprietors always follow this recommendation. The 
court hold their meetings every Thursday, and they then 
receive a report of the transactions of the preceding week. 

The executive administration, in the meantime, is in the 
hands of the governor and deputy-governor, who may be 
advised or assisted by the committee of treasury. This 
committee is composed of those directors who have held 
the office of governor, of the existing governor and deputy- 
governor, and of the director who is intended to be the 
next deputy-governor. A director is at first an ordinary 
director, and attends the weekly meetings of the court. 
In turn he becomes, for one year, a member of the com- 
mittee of treasury; then deputy-governor for two years; 
then governor for two years ; and afterwards a permanent 
member of the committee of treasury. This committee 
meet once a week, and at such other times as they may 
be called together specially by the governor. Sometimes 
they discuss the measures that are to be submitted to the 
next meeting of the court ; but the court do not now so 
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readHy as formerly adopt their recommendations. The 
governor and deputy-governor, for the time being, make 
all loans and advances, and sometimes raise the rate of 
discount, without waiting for the opinion of the court. 
They conduct all negotiations with the Government, and, 
subject to the sanction of the court, have the whole admi- 
nistration of the affairs of the bank. Each director must 
hold 2,000?. bank stock; the deputy-governor, 3,000?.; and 
the governor, 4,000?. It was the rule that every director 
diould take- his turn for becoming governor, but recently 
it has been determined to place in that office the director 
whom, the other directors shall, by ballot, think best 
qualified. Several suggestions were made before the par- 
liamentary committees, for improving the composition of 
the court of directors. It was proposed that all the directors 
should not be taken from the commercial classes, but that 
some should be selected from the banking and manufac- 
turing interests. It was also asked, whether a permanent 
governor, either for life or for a number of years, would 
not be preferable to the present system. 

The Act for separating the two departments came into 
operation on the 31st August, 1844, and the following was 
the first return made under the Act, showing the condition 
of the banking department on the 7th September, 1844 : — 

Account of the Liabilities and Assets of the Bank of England^for 
the week ending 1th September , 1844. 

Dr, ISSUE DEPARTMENT. Or. 

Notes issued .... £28,351,295 Goyemment debt . . £11,015,100 

Other securities .... 2,984,900 
Gold coin and bullion . . 12,657,208 
SUver bullion .... 1,694,087 



£28,351,295 



£28,351,295 



BANKING DEPABTMENT. 



< Proprietors' capital . . £14,553,000 
Rest 3,564>729 

- Public deposits .... 3,630,809 
Other deposits .... 8,644,348 
SeTen-day and other bills. 1 ,030,354 

' £31,423,240 



Goyemment securities £14,554,834 
other securities .... 7,835,616 

Notes . 8,175,025 

Gold and silver coin . . 857,765 



£31,423,240 



The following Table will give a more detailed account 
of some of the items in the above return : — ■' 
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It mil be seen from the«above, that the means or foods 
of the bankizig department for carrying on its business, 
consists of: — 1. The Paid-up Capital — 2. The Eest or 
surplus fond — 3. The Public Deposits — 4. The other 
Deposits — 5. The seven-day and other Billa These funds 
are invested in '* Government securities" and in ''other 
secuiitieSy" and the remainder is kept as a reserve in 
the tilL 

1. Viewing this as the condition of a private and inde- 
pendent bank, the first thing that would strike the mind 
of a practical banker, would be the large amount of the 
Paid-up Capital. The capital is 14,553,000^. ; while the 
total deposits are only 1 2,275, 157Z. The object of a large 
capital is, in the first place, to secure the public confi- 
dence j then, to have the means of repaying the deposits 
whenever demanded ; and also, of affordi^ to the cus- 
tomers of the bank, every reasonable accommodation in 
the way of loans or discounts. But after making due 
provision for these objects this amount of capital appears 
mmecessarily large. Were it only 7,000,000?., that would 
be amply sufficient for carrying on the present extent 
of business, and the rate of dividends might then be in- 
creased.- All above this amount could only be invested 
in Government secmities, never likely to be required for 
banking purposes ; and if required, could not be suddenly 
realised, or at least not within the period in which they 
are likely to be wanted. 

2. The next thing that would appear remarkable for a 
private bank, is the large amount of the Eest, or surplus 
fond. 

The Eest, or surplus fimd, or Guarantee Fund, as it is 
sometimes called, consists of the accumulation of surplus 
or remaining profits after the payment of the dividend. 
The object of this fond, is not to guarantee the public 
for the security of their deposits, but to guarantee to the 
shareholders the uniformity of the dividend. If, in any 
one year, the profits feJJl below the amount required to 
pay the usual dividend, the deficiency is taken from the 
rest or surplus fond. The amount of this fond should 
be regulated by the extent of the business, and the pro- 
bable loss that might arise in conducting that business. 
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If the fund is five or six times ijie amount of the deficiency 
that might possibly arise in making up the annual dividend^ 
it would appear to be sufl&cient. For if, after making up 
this deficiency for one, two, or three years, it should appear 
that the profits of the bank had become permanently 
diminished, then the course would be' to reduce the 
dividend, until the surplus fund had recovered its former 
amount. 

Banks that have made large profits, have either in- 
creased the dividend, or distributed them among the 
shareholders in the form of bonuses, or have added them 
to the capital. The Bank of England have adopted all 
these plans. Yet, after all these distributions of increased, 
dividends, bonuses, and additional capital, the bank had on 
the 7 th of September, 1844, a rest, arising from surplus 
profits, of 3,564,729Z. No other " banking concern car- 
rying on business with Bank of England notes," would 
think it necessary to keep such a rest. Neither the kind 
nor the extent of business carried on, is ever likely to re- 
quire anything like this amount to meet any occasional 
losses. The amount is altogether excessively dispropor- 
tionate to the purposes for which a surplus fund is usually 
applied, and at the same time it tends to give an erroneous 
view of the profits of the bank. This rest is employed in 
the business, and yields profits, but it pays no dividends. 
The profits go to swell the dividend on the capital, and 
hence the capital appears to yield a profit of 7 per cent. 
But the dividend of 7 per cent, is not made upon the 
capital alone, but on the capital and rest together, and 
hence upon the funds employed it amounts to only about 
5| per cent. 

3. The Deposits. 

The Public Deposits are thus classified : — 

£ 

Exchequer account 2,198,000 

For payment of Dividends . . . 315,000 

Savings Banks, &c 501,000 

Other public accounts .... 617,000 

3,631,000 
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The " Exchequer account " is the current account with 
the Goyemment, and this account is credited with the 
amount of the taxes as they are lodged in the bank. In 
the beginning of January, April, July, and October, this 
account is debited for the amount necessary to pay the 
quarterly dividends, and the amount is carried to the 
credit of the account " for payment of dividends." The 
balance here standing to the credit of this account is the 
amount of the dividends that had not then been claimed. 
The next account is called " Savings Banks, &c." The 
trustees of the savings banks throughout the country are 
required to lodge the deposits in the Bank of England to 
the credit of the Commissioners for the reduction of the 
National Debt, who afterwards invest it in the public funds. 
We do not know what is meant by " <kc." nor yet by the 
"other public accounts." We believe there are certain 
accounts connected with the Court of Chancery that are 
required to be kept with the Bank of England ; and by the 
last bankruptcy law, the effects of bankrupts' estates are 
required to be lodged in some one or other of the branches. 
These may form the " other public accounts." 
The Private Deposits are thus classified : — 

£ 

Railways 30,000 

London Bankers 963,000 

East India Company 636,000 

Bank of Ireland, Royal Bank of Scotland, &c. 175,000 

Other Deposits 5,631,000 

Deposits at Branches 1,209,000 

8,644,000 

With regard to both the public and the private deposits, 
a banker would inquire whether they were fluctuating or 
permanent ; whether repayable at fixed periods, or liable 
to be suddenly withdrawn. He would thus ascertain what 
proportion coidd be profitably employed, and what amoimt 
should be kept in the till, to meet constant or occasional 
demands. He would observe, on inspection, that the 
balance of the " exchequer account " increases gradually 
during the quarter, from the receipt of the taxes, until 
the commencement of the next quarter, when it is largely 
reduced by the payment of dividends. He will, therefore^ 
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provide for these quarterly payments ; but his provision 
will be less ample when informed, that, as the public 
deposits decline, the private deposits will increase, and 
more especially those of the London bankers. This is partly 
in consequence of the bankers holding powers of attorney 
to receive the dividends due to parties who reside in the 
country, and partly because the abundance of money 
caused by the payment of dividends increases their own 
deposits, and thus enables them to keep for a time larger 
balances in the Bank of England. We hav« already said 
that no rule can be given as to the amoimt of notes which 
any banker should keep in his till — ^the proper amoimt 
can be ascertained only by experience. But we should 
imagine that in ordinary times the deposits in the Bank of 
England are sufficiently steady to prevent any perplexity 
on the subject. We may be asked what we mean by 
" ordinary times," since now every year differs from its 
predecessor, and the steadiness and uniformity which 
heretofore characterised banking and commercial affidrs 
are no longer known. We reply, that by "ordinary times," 
we mean those times that are the least affected by the 
foreign exchanges. For some years past it has been the 
practice to regulate the issue of bank notes by the foreign 
exchanges. When the foreign exchanges bring gold into 
the country, bank notes are issued against it, money 
becomes abundant, and the bank deposits increase. When 
the exchanges take out gold, the bank notes are dimi- 
nished, and the bank deposits decline. This system has, 
in a great measure, been acted upon by the bank directors 
since the year 1832, and it is now rigidly enforced by the 
Act of 1844. These extraordinary seasons of great mflux 
or great efflux of gold appear to be subject at present to 
no general rules. But at other times there seems to be 
no reason why the Bank of England should not profitably 
employ a large portion of her deposits. We may observe, 
however, that as the bank allows no interest on any of 
her deposits, she sustains no loss even when they are not 
employed ; but were they to be employed her profits would 
be greater. 

4. With regard to the Investments, a banker would in- 
quire first, Are they safe? secondly. Are they convertible? 
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There seems no ground to question their safety — ^their 
oonvertibilitj is not so obvious. The Grovemment stock. 
Exchequer bills, and East India bonds, must be considered 
in ordinary times^ and to a reasonable amount, as strictly 
convertible. But this is not the case with the Govern- 
ment annuities. They could not be sold in the market; 
and even by private negotiation, few buyers would be 
found, except l^e insurance offices. Even with them the 
n^otiations would probably occupy considerable time. 
As to the City bonds, railway bonds, and mortgages, they 
would in a season of pressure be altogether useless. It 
may be said, that the bank^s capital being so large, a 
portion may, without inconvenience, be locked up in 
dead securities. This observation is valid to a certain 
exteht, but not to an indefinite extent, and after giving 
it due weight, the amount thus invested seems too 
laige. 

The annuities form a large portion of the amount of the 
"Stock and annuities." The first is an annuity of 585,740^., 
usually called the " Dead Weight," which commenced on 
the dill April, 1823, and is to continue for forty-four years 
from that time. Other annuities arose out of the Bank 
Charter Act of 1833. The Government were to pay to 
the bank one-fourth of the permanent debit of 14,686,800^. 
amounting to 3,671,700Z. At first it was arranged that the 
bank should receive in payment of this sum, 4,000,000Z. 
3 per cent, reduced annuities; but it was afterwards 
changed to an annuity for twenty-six years, and will expire 
in 1860, at the saine time as the '* Long Annuity." 

The bills discounted, and the short loans called <' Ad- 
vances on bills of exchange, exchequer bills, stock, &c.," 
are most legitimate bankmg investments. 

The plan of granting short loans was commenced in 
1829, to obviate that tightness in the money market, 
which was felt for a monSi or six weeks before the pay- 
ment of the dividends, through the gathering in of the 
.taxes into the exchequer. The rate of interest charged, 
was usually about one per cent, less than the discount 
diaiged on bills. The loans were repayable to the bank 
at about the time that the dividends were paid to the 
publia Notices were issued, stating the rate of interest, 
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and the kind of securities on which loans would be made, 
and the time of repayment. The first notice was issued 
on the 3d of December, 1829, and the practice continued 
until after the passing of the Act of 1844. 

Advances on deficiency bills, are a kind of short loans 
made to the Government, whenever the taxes are less than 
sufficient to pay the public dividends. These advances 
seem to be very legitimate. The bank has one large 
customer. A customer who keeps large deposits will 
sometimes require large advances. These advances may 
peradventure be wanted at a time when it may not be 
exactly convenient for the banker to make them. All 
large accounts may at times be attended with some in- 
convenience. But if a banker takes such accounts, he 
must make his arrangements accordingly. In the present 
case, the bank has the advantage of knowing, by the pro- 
gress of the lodgments on the "Exchequer account," 
whether such advance is likely to be required. 

When the Government requires these advances, the 
bank must either make them out of her reserve in the 
till, or sell public securities to obtain bank notes, or 
restrict her advances to other parties. It is peculiarly un- 
fortimate that the Government is more likely to require 
these advances in seasons of pressure, inasmuch as in those 
seasons the taxes are usually less productive and are less 
punctually paid. Hence the bank may be called upon to 
make advances to Government at the same time that 
similar advances are required by the commercial classes. 
In some cases the bank might not have the means of 
making advances to both parties. Had the Government 
required such advances in October 1847, the commercial 
distress must have been considerably increased. 

6. The Eeserve. — ^A practical banker would, at first 
sight, consider this reserve as too large. From the 
amount and character of the deposits it would not appear 
that so large a reserve was necessary, and a portion might 
well be employed in earning interest instead of lying 
unproductive in the till. But, before we condemn the 
bank directors, we must give this matter ferther con- 
sideration. We have already stated that, even before the 
passing of the Act of 1844, the directors had been in 
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the habit of issuing their notes against gold and silver 
bullion; and when a large amount of notes had been thus 
issued, the deposits in the bank were increased. Now, 
when this Act came into operation — August Slst, 1844 — 
the bank had in this way acquired a large amount of gold 
and silver bullion; indeed, she does not ever before appear 
to have had so large an amount in the whole course of her 
history. If we look to those years which preceded pres- 
sures (for in these years gold on hand is usually large), 
we shall find that in 1824 the amount was 13,810,080Z. ; 
in 1836 the highest quotation is 7,801,000Z. ; and in 1838 
it is 10,126,000?. ; but on the 7th of September, 1844, 
the amount returned in the issue department is, gold 
12,657,208?. and silver 1,694,087?., while the sum of 
9,032,790?. was retained in the banking department. 
Notes, of course, had been issued against all this bullion, 
and the deposits in the bank had consequently increased. 
" Well," it may be said, " this will account for the 
increase of the deposits, but not for the increase of the 
reserve. Why were not the deposits invested ]" We 
will explain this. There are some classes of investments 
which the bank directors can make independently of 
other parties. For instance, they can purchase Govern- 
ment stock, exchequer bills, and railway bonds, just as 
they please. But, as we have stated, it is not prudent in 
a banker to invest the temporary increase of his deposits 
in this way, as, when the deposits are withdrawn, he may 
have to sell these securities at a lower price, and thus 
sustain loss. There are other classes of investments for 
which the bank is, to a certain extent, dependent on other 
parties; such, for example, as the discounting of bills 
and the granting of loans. The bank directors cannot 
invest their money in these ways unless there are parties 
willing to receive it. Now, while a portion of the notes 
issued against gold and silver bullion are lodged with the 
bank in the form of deposits, another portion, and some- 
times the largest portion, do not go into the bank, but 
are circulated among the public, and soon find their way 
into the hands of bankers, biU-brokers, and money-dealers, 
who, from the abundance of money, will discount bills 
and grant short loans at a lower rate of interest than the 



138 A PRAOnOAL TBBATISB 

bank. The bank will, therefore, have no farther appli- 
cations. When her biUs and loans fall due, they will -be 
paid, and the amount will go to increase her reserve. 
Thus it appears that the notes which, in a favourable 
course of the foreign exchanges, are issued against gold 
and silver bullion, will tend in two ways to increase the 
bank reserve; first, by increasing her deposits, and 
secondly, by diminishing her securities. This will account 
for the large amoimt of the reserve. The rule laid down 
by the directors is, that the reserve should be about one- 
third the amount of the deposits. 

Having given these explanations, we shall now proceed 
to notice the operations of the banking department of the 
Bank of England since its separation &om the issuing 
department by the Act of 1844 : — 

I. The operations of the Banking Department, from the 
passing of the Act in 1844, to September 5, 1845. 

The Act came into operation on the 31st August, 1844, 
and almost immediately some important chimges were 
introduced. Up to that date the bank had never dis- 
counted at a lower rate than 4 per cent. This rate, in 
ordinary times, had seldom varied, and all bills discounted 
at the same time were charged the same irate. But, on the 
5th September, the rate of discount on bills was reduced 
from 4 to 2| per cent., and on notes to 3 per cent. On the 
18th March, 1845, the bank introduced the principle of a 
fninimum rate of discount ; fixing 2 J per cent, as the rate 
on first-rate bills, and chai^ng a higher rate on other 
bills. The object of these changes was to employ a por- 
tion of the reserve in the discount of bills. 

This line of conduct was by no means unwarranted by 
the practice of " other banking concerns." It is an esta- 
blished principle in practical banking, that a banker, when 
he cannot employ his surplus funds at so high a rate of 
interest as he wishes to obtain, should employ those fiinds 
at a lower rate, rather than keep them unemployed in his 
tilL And it is also an established practice to charge dif- 
ferent rates of discount on different bills, according to the 
class or character of the bills — ^the respectability of the 
parties — the time they have to run — and a variety of 
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other circumstances. In adopting these regulations, there- 
fore, the directors were only performing the work assigned 
to them, of conducting the banking department " like any 
other banking concern issuing Bank of England notes." 

These changes gave rise, in the parliamentaiy com- 
mittees of 1847, to some discussion upon the question as 
to whether the Bank of England governed the market-rate 
of interest; or the market-rate of interest governed the 
bank-rate ? There can be but little difference of opinion 
upon this subject. The " market-rate " of interest is the 
rate which bankers and bill-brokers charge for discounting 
first-class bills to the public. When the foreign exchanges 
are bringing gold into the country, and notes are issued 
against this gold, the abundance of money in the hands of 
the bankers and bill-brokers causes the market-rate of 
discount to &11 below the bank-rate. If during this season 
the bank charges a high rate, she gets but few bills. On 
the other hand, when gold is going out of the country, 
and money becomes scarce, the market-rate is higher than 
the bank-rate. If during this period the bank charges a 
low rate, she must soon limit her discounts, or her reserve 
will be exhausted. But, though the bank cannot change 
the course of the current, she can give it increased 
strength. Though she cannot make money dear when it 
is cheap, nor cheap when it is dear, yet when it is cheap 
she can make it cheaper, and when it is dear she can 
make it dearer. Hence, every alteration in the bank-rate 
has always an immediate influence on the market-rate. 

Such was the case in September, 1844 The large im- 
portations of gold had reduced the market-rate of discount 
to 2| per cent, while the bank charged 4 per cent. But 
when the bank reduced her rate to 2| per cent, the market- 
rate went down to 2, and even to 1| per cent. To engage 
actively in discounting bills was a new feature in the bank 
management. In 1832 the then governor stated to the 
Committee of the House of Commons, that he thought 
the bank should be a bank of circulation and of deposit, 
and only occasionally a bank of discount. But the Aqt of 
1844 placed the bank in a new position, and led to the 
adoption of new principles. Formerly the bank had invested 
her surplus fimds in Government securities. But when she 



l40 A PBAOTIOAL TREATISE 

purchased, the price advanced ; and when she sold, the 
price fell.> This produced a fluctuation inconvenient to the 
public. Often, too, she purchased when the price was 
high, and sold when the price was low : and thus sustained 
loss. It was therefore deemed preferable to invest a portion 
of her reserve in the discount of bills. The sums thus 
invested would return as the bills fell due, and the reserve 
could at any time be strengthened by checking the dis- 
counts. 

The directors having determined to invest a portion of 
their funds in discounts, it became necessary to reduce their 
rate of interest to nearly the market-rate, or they would 
have got no bills. 

An eminent London banker, distinguished by his sup- 
port of the Act of 1844, says — " If the bank is to continue 
as a large discounting body, (of the expediency of which 
I entertain considerable doubts,) I think it very desirable 
that its rate of interest should conform to the real market 
value of money."* The directors seemed to think it neces- 
sary that they should in some way employ their reserve, 
in order to prevent the too great accumulation of bank 
notes in the issue department. t We here give no opinion 
as to the best way of employing the bank's reserve, but we 
are quite ready to admit, as the governor admits in reply 
to a question, that '* the true principles of banking are, 
first, that a bank shall never place itself in such a position 
as that it shall be unable to meet its liabilities; and next, 
that it shall employ the whole of its resources at the 
greatest profit that it can with reference to prudence, 
looking to its reserve."! 

In thus coming into competition with the money dealers, 
reducing the rate of interest, exciting a feverish state of 
feeling in the public mind, and giving faciUties to the 
formation of companies for speculative purposes, the bank 
directors are accused of having violated their public duties 
as the bank of the Government, and thus sacrificed the 
interests of the nation to the interests of their proprietors. 
We shall not meddle with this question. We have here 
nothing to do with the public duties of the bank directors. 
We are considering the banking department as "any other 

* Lords, 1632. t Commoni, 3009. { Commons, 3722. 
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banking concern." Generally speaking, Providence has 
BO constituted human society that all banking companies, 
and all individuals too, will most effectually promote the 
public interests when by honourable means they promote 
their own. If this is not the case with the Bank of Eng- 
land, it must have arisen from the acts of the Legislature; 
and the fiict — if it be a feet — ^is presumptive evidence 
against the wisdom and the justice of those laws by which 
8he was placed in that position. 

At the close of this period we find that the London 
discounts had increased from 113,000^. to 2,365,000^., and 
the " City Bonds, <kc." had increased from 3,357,000^. to 
4,009,000?., owing, it is presumed, to the purchase of 
railway debentures. The circulation of the issuing de- 
partment had increased from 28,351,295?. to 28,953,300?.,* 
and the minimum rate of interest charged by the bank 
was 2^ per cent. 

II. The Administration of the Banking Department 
from September 6, 1845, to September 5, 1846. 

Diuring this period there were three alterations in the 
minimum rate of interest. On October 16, 1845, it was 
raised from 2^ to 3 per cent. ; on November 6th to 3^ 
per cent. ; and on August 17, 1846, it was again reduced 
to 3 per cent. In fixing the rate of discount, the directors 
took into' account the amount of bullion in the issue 
department, the reserve in the banking department, and 
the amount of the discoimts. The amount of bullion vir- 
tually regulated the other two ; and thus the interest was 
governed by the foreign exchanges. At the same time, 
Sie directors, as practical bankers, would pay the greatest 
attention to their reserve, as it was only from this source 
that any advances could be made. Hence, sometimes one 
object of raising the rate of discount was to diminish the 
number of applications. It was thought better to protect 
the reserve by raising the rate, than by positively refusing 
to discount. 

In the beginning of 1846 a circumstance occurred which 
increased both the deposits and the discounts of the bank, 
fttid added greatly to her profits. The railway companies 
who were desirous of obtaining Acts of Parliament to 

* See the Returns at the end of this Section. 
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authorize the construction of their lines, were required to 
pay into the Bank of England, within fourteen days after 
the meeting of Parliament, 10 per cent, on the estimated 
amount of their capital — ^to be returned when the company 
had obtained the Act, or when the application had been 
rejected. Everybody wondered beforehand how so large 
a sum could be paid out of the amoimt of notes then in 
circulation. But the bank acted with the railway deposits 
as she had been accustomed to act with the public deposits 
previous to the payment of dividends. As feat as the 
money came in, it was lent out, and thus a transaction of 
large magnitude was effected without much difficulty. 
This shows the importance of a Government bank. Had 
the deposits been required to be lodged in the exchequer, 
and there to remain until reclaimed by the railway com- 
panies, the operation could not have been effected. The 
bank could have performed it with greater fecility previous 
to the passing of the Act of 1844. She could then have 
» lent out her notes before the lodgments were required to 
be made ; there would have been no previous apprehen- 
sions, nor any tightness during the operation. 

III. The Administration of the Banking Department 
from September the 5th, 1846, to September the 4th, 
1847. 

In September, 1846, the minimum rate of discount was 
3 per cent. On January the 14th, 1847, it was raised to 
3|^ per cent., and on the 20th of the same month to 4 pet 
cent. On April the 8th to 5 per cent., and on the dth of 
August to 5 J per cent 

During the whole of this period the foreign exchanges 
were unfavourable, and the circulation of the issuing de- 
partment declined from 29,760,870^. to 22,396,845^.* 
This was attended by a decline in the reserve of the 
banking department, and an increase in the amount of 
loans and dhscoimts. 

The bank directors did not raise their rate of discount 
above 3 per cent, until the month of January, 1847. For 
this they have been severely censured by parties who have 
had the advantage of not being compelled to form any 

* By deducting 14,000,000/. firom this sum, we see the amount of gold and 
silver bullion on band in the issue department. 
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opinion until after the result was known. The month of 
April was an important month. From the deficiency of 
the harvest, large importations of com took place. These 
imports were paid for in gold, which was suddenly with- 
drawn from the issue department, for exportation. 

Contemporaneous with this export of gold, the Grovem- 
ment required to borrow 3,500,000Z. upon deficiency bills 
in order to pay the dividends. Under the old system this 
might not have been a matter of much importance, but the 
case was different imder the Act of 1844. The banking 
department was rather in danger of getting into what the 
Americans call " a fix." To avoid this " fix," the directors 
raised the rate of discount to 5 per cent. ; they refused to 
lend money even upon exchequer bills ; tiiey limited their 
discounts; and they borrowed 1,275,000^. on consols. 
These measures caused a severe pressure on the money 
market, but 'it soon subsided. From this period the 
foreign ezchaages were favourable to this country. 

The operations of this month of April, 1847, have given 
rise to much discussion. 

The advocates of the Act of 1844 have pointed to the 
transactions of this month to prove that the management 
of the issue department cannot be safely entrusted to the 
bank directors. They say that if the bank had advanced 
its rate of interest they might have prevented the unfavour- 
able course of exchange, and consequently have avoided 
the pressure which then occurred. On the other hand, it 
hsB been stated that the bank ought to be guided in its 
rates of interest by the amount of its reserve— that from 
November, 1846, to April, 1847, the reserve was above 
one-third of its deposits, a greater reserve than any other 
bank would think it necessary to keep— that the demand 
for gold was so sudden, and for so lai^ge an amount, that 
no ordinary rules could have prevented it ; and even had 
it been prevented, it might have been injurious to the 
coimtry, as it would have checked the importation of com 
which was then required in consequence of the deficiency 
in the harvest. There can be no doubt that, under the 
Act of 1844, a sudden exportation of gold must cause a 
sudden contraction of the amount of notes in circulation. 
This '' self-acting machine" acts by jerks, like a steam- 
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engine without a fly-wheel ; and its advocates look to the 
ijanking department to supply the fly-wheel, and to cause 
the machine to move smoothly and equably. It may be 
doubted whether the banking department has the power 
of doing this. But when this is not done, the advocates of 
the Act throw the blame upon that department. They 
resemble the court preceptor, who, when the royal pupil 
did anything wrong, inflicted the beating on his fellowr 
student. If on this occasion the bank did wrong, it may 
*be feared that it was her court connexion which led her 
astray. The Government were then negotiating a loan of 
eight millions for the relief of Ireland. And " there was 
a feeling in the court that, in the face of the Government 
negotiating a loan, it would be an act of want of courtesy 
to put up the rate of interest immediately."* In the 
secret history of the Bank of England we may possibly 
find other instances of similar faults. But if on the pre- 
sent occasion she was influenced by such considerations, 
she did not act " like any other banking concern." 

The events of April, 1847, also lead us. to remark that 
the London bankers never vary their rate of discount with 
a view to regulate the foreign exchanges. If it behoves 
the banking department to do this, it has certainly to 
perform duties which are not considered to belong to 
*^ any other banking concern." Nor do the London bankers 
suddenly and abruptly stop discounting for those customers 
in whom they have confidence. The frequent occurrence 
of such suspension of loans and discounts as occurred in 
April, 1847, would form an insuperable barrier to the 
banking department ever acquiring that kind of business 
which is carried on by the London bankers. No merchant 
' would like to depend on such a bank for the means of 
making his daily payments. We believe, however, that 
most mercantile firms that have a discount account with 
the Bank of England have another banking account 
elsewhere, and some have also accounts with the large 
bill-brokers. 

The pressure that existed in April, 1847, has been attri-? 
buted to the publication^ of the amount of the bank's 
reserve. It was said, and said truly, that the bank might 

* Commons, No. 8001. 
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very prudently reduce her reserve for a few days below 
the average amount, knowing that by bills falling due, or 
by other means, she would soon receive a sum that would 
replenish her coffers. But the public, seeing only the 
amount of the reserve, and knowing nothing of the sums 
about to be received, might become unneces^rily alarmed, 
and hence a panic might ensue. Upon this ground, some 
parties questioned the policy of publishing the bank ac- 
counts in their present form. But the remedy for this is 
not to suppress the returns, but to circulate throughout 
the community such an amount of knowledge as shall 
enable them to judge accurately respecting banking affairs. 
Other parties, of a higher class than those we denominate 
the public, have fallen into erroneous opinions by a literal 
adhesion to these returns. Almost up to the time of the 
suspension of the Act of 1844, it was contended by some 
who '' sit in high places " that there could be no pressure 
on the commercial classes, since there were then more 
notes in the hands of the public than in former reasons 
when no pressure existed. And before the Parliamentary 
Committees of 1847 it was stated by the governor and 
deputy-governor, that it could make no difference to the 
public whether the bank advanced three millions, or any 
other sum, to the Grovernment on deficiency bills, or ad- 
vanced the same sum in loans and discounts to the com- 
mercial classes, inasmuch as the returns would show that 
the amount of notes in circulation would be the same. 
The events that followed the suspension of the Act 
showed the fallacy of these opinions. It was shown 
that the amount of notes in the hands of the public 
is not of itself a certain criterion *by which to judge of 
the amount of banking facilities enjoyed by the com- 
mercial classes. 

lY. The Administration of the Banking Department 
from September, 1847, to September, 1848. 

During this period the minimum rate of interest was 
advanced from 5 J to 6 per cent, on the 23d of September ; 
to 8 per cent., by authority of the Government letter, on 
the 25th of October. It was reduced to 7 per cent, on the 
22d of November; to 6 per cent, on the 2d of December; 
to 5 per cent, on the 23d of December; to 4 per cent, on 

VOL. I. H 
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the 27th of January, 1848 ; and to 3| per cent, on the 
16th of June. 

At the commencement of this period a great number of 
commercial houses foiled, not only in London, but also in 
Liverpool and Glasgow, and other large places. The fol- 
lowing is the account given by the Governor of the bank 
to the Committee of the House of Lords : — 

"An unprecedented large importation of food, caused by a 
deficient harvest, required in payment the export of a laS-ge 
amount of bullion, to the extent of about 7,500,000/., from the 
coffers of the bank, and probably not less than 1,500,000/. from 
other sources, — together 9,000,000/. From this '^eat reduc- 
tion in the available capital of the country, in addition to the 
still larger amount invested in railway expenditure, acting suddenly 
upon a previous high state of credit and excessive speculation, 
arose the pressure in the money market. There was an abstrac- 
tion of 7,500,000/. from the bullion held by the bank, and conse- 
quently a diminution in the notes to that extent." * 

During this period the bank acted with great liberality. 
The following is a list of the advances made between the 
15th of September and the 15th of November : — 

** 1. The Bank of England being applied to by a very large firm 
in London, who had at that time liabilities to the extent of 
several millions sterling, advanced 150,000/. on the security of 
debentures to that amount of the Governor and Company of the 
Copper Miners in England, and thereby prevented them from 
stopping payment ; it was distinctl v understood that the operation 
was for that purpose. 2. The bank advanced 50,000/. to a 
country banker on the security of real property. 3. On the 
urgent representations of several parties of the first importance 
in the City of Loudon, the bank advanced 120,000/. to the 
Governor and Company of the Copper Miners, on the guarantee 
of approved names, taking at the same time a mortgage on the 
Company's property for 270,000/. to cover this sum, and the 
amount of 150,000/. debentures before advanced upon ; it was 
stated that the stoppage of this company would have thrown 
10,000 people out of employment, 4. The bank advanced 300,000/. 
to the Sx>yal Bank of Liverpool, on the security of bills of ex- 
change, over and above their usual discounts to this bank ; this 
advance unfortunately proved inadequate, and the Royal Bank, 
having no more security to offer, stopped payment. 5. The bank 
assisted another joint-stock bank in the country with 100,000/., 
on the security of bills of exchange, over and above usual 

* Lords, 12. 
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disconnts. 6. The bank adranced 130,000/. on real property to 
a large mercantile house in London. 7. The bank adyanoed 
50,000/. to another mercantile house on the guarantee of approved 
names. 8. The bank advanced 50,000/. to a joint-stock issuing 
bank on bills of exchange, and a^eed to open a discount account 
with the said bank, on condition that it should withdraw its 
issues, but the ioint-stock bank stopped payment before the 
arrangement could be completed. 9. The bank advanced 15,000/. 
on r^ property to a large establishment in London. 10. The 
bank assisted, and prevented from failing, a large establishment 
in Liverpool, by forbearing to enforce payment of upwards of 
100,000/. of their acceptances, and engaging to ^ive further aid 
if required. 11. The bank assisted a very large joint-stock bank 
in the country with advances on loans on bills of exchange to 
the extent of about 800,000/., over and above usual discounts. 
19. The bank advanced 100,000/. to a country banker on real 
property. 13. The bank advanced a joint-stock bank in the 
country 200,000/. on the security of local bills, besides discount- 
ing 60,000/. of London bills. 14. The bank assisted another 
iomt-stock bank in the country with an advance of 100,000/. on 
local and London bills. 15. The bank advanced 100,000/. to a 
large mercantile house in London, on approved personal security. 

16. The bank assisted a large house at Mancoester to resume 
payment, by an advance of 40,000/. on approved personal security. 

17. The bank advanced 30,000/. to a country bank on real pro- 
perty. 18. The bank assisted many other houses, both in town 
and country, by advances of smaller sums on securities, not 
admitted by the bank under ordinary circumstances ; nor did the 
bank, during the period in question, reject at their London esta- 
blishment any one bill offered for discount, except on the ground 
of insufficient security." * 

Some of these advances were not made till after the 
appearance of the Government letter on the 25th of 
October. Up to that date the eflforts of the bank were 
inadequate to allay the pressure, while they largely 
reduced the bank's reserve. On Saturday the 23d of 
October, a deputation from the London bankers waited 
on the Government, who then determined to suspend the 
Act of 1844 j and on the same day gave intimation of 
their intention to the Bank of England. On Monday 
morning, a letter appeared from Lord John Eussell and 
the Chancellor of the Exchequer authorizing the directors 
of the Bank of England to enlarge their discounts and 

* Commons, 2645. 
H 2 
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advances, and promising that if by so doing the existing 
law should be infringed, the Government would apply to 
the Legislature foi* a bill of indemnity. The letter sug- 
gested that these advances should not be made at a lower 
interest than 8 per cent. The effect of this letter was 
immediate. Confidence was restored, the hoarded notes 
were brought into circulation, and discounts were every- 
where readily obtained. From these causes no infringe- 
ment of the Act took place. 

The state of the bank reserve at the date of the sus- 
pension of the Act occupied the attention of the Parlia- 
mentary Committees. On Saturday, the 23d of October, 
the notes on hand amounted to 1,547,270^., and the coin 
to 447,246^. This, it should be remembered, was the 
amount at the London office and at the thirteen branches 
put together. At the same time the public deposits were 
4,766,000Z., and the private deposits 8,581,000^., of which 
1,615,000^. belonged to the London bankers. The ques- 
tions put to the governor on this subject seemed designed 
to show that the bank, so far from being able to assist 
others, was not in a condition to meet her own engage- 
ments. But the governor contended that the amount of 
the reserve should be taken on the Friday night, before 
they were acquainted with the intention of the Government 
to issue their letter. The reserve then was 2,376,000^. 
The directors had from 2,000,000^. to 2,500,000^. of stock 
which they could have sold, and a large amount of the 
bills they held fell due in the following week. From these 
sources they would easily have increased their reserve. 
On the other hand, some of the witnesses declared that 
no large amount of stock could have been sold, and that, 
had a run taken place on the London bankers, such as 
that which had taken place on the banks at Newcastle, 
the bankers' deposits must have been withdrawn, and 
the Bank of England itself might have been placed in 
jeopardy. 

As we have considered in a previous Section the opera- 
tion of the Act of 1S44, it is not necessary to pursue this 
subject any ftirther. After the Government letter was 
issued, the bank still continued to make advances with 
caution, and, with the view of not infringing the Act, 
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they borrowed money on the Stock Exchange at seven 
per cent., though they had the unlimited power of issuing 
notes. 

Soon afterwards the gold began to return, and money 
became abundant From the high rate of interest, the 
amoimt imported was large ; and from trade having been 
paralyzed by the pressure, the demand for it was very 
small. As the gold increased, the bank rate of interest 
was reduced. By September 2d, 1848, the circulation of 
the currency department amounted to 26,883,505Z., and 
the bank reserve to 9,410,952^. 

The following is a copy of the Official Returns for the 
four years that have passed under review. To show the 
further progress of the bank since September, 1848, we 
have added the Betums for the week ending the 2d of 
February, 1849 : — * 

* Since the ye^ 1849 the administration of the Bank of England has been 
influenced by the importations of gold from California and Australia. Thii 
•nbjeet is sufSciently important to demand a separate consideration. We shall 
here merely state the amounts of gold and silver on hand in the first week in 
September, in the years that have transpired since 1848, and the minimum 
xates of interest charged by the Bank of England at those respective periods. 



Date. 


Gold. 


8llT«r. 


Rat«or 
Interrst. 


8 Sept. 1849 . . 


13,631,153 


277,077 


3 


7 Sept. 1850 . . 


15.880,617 


219,958 


2i 


6 Sept. 1851 . . 


13,674.190 


88.375 


S 


4 Sept. 1852 . . 


21.334,921 


19.154 


2 


10 Sept. 1853 . . 


15,866,770 


nil 


H 


9Se]^t. 1854 . . 


12.630,110 


nil 


5 


Sept. 1855 . . 


14,368,010 


nU 


H 



The following are the dates of the changes in the rate of interest : — 

Reduced, Nov. 1849, firom 8 to 2|— Advanced in Dec. 1850. tram 2| to 3. 
Reduced, Jan. 1852, from 3 to 2^Reduced in April 1852, fh)m 2| to 2. 
Advanced, Jan. 1853, from 2 to 2| — Advanced again, in Jan. 1853, l^om 2^ to 3. 
Advanced, June 1853,fh)m3 to 3|— Advanced, Sept. 1853, flrom ^ to 4. 
Advanced again, in Sept. 1853,x ^^^^^^^ ^ ^ ^^ ^^^ ^^^ 

from 4 to 4^ J 

Advanced, May 1854, from 5 to 5^ — Reduced, August 1854, from 5| to 5. 
Reduced, April 1855, from 5 to 4| — Reduced, May 1855, from ^ to 4. 
Reduced, Junf 1855, from 4 to S|— Advanced, Sbpt. 1855, from 3^ to 4. 
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We have thus taken a review of the first four years of 
the proceedings of the Banking Department of the Bank 
of England. Whatever may be the future operations of 
that department, this portion of its history will always be 
interesting. This period is remarkable also as containing 
one of those monetary cycles to which we must always be 
liable as long as our currency is regulated by the Act of 
1844. Each year has a peculiar character. The first 
commenced at a period of full currency — money was 
abundant and cheap, the minimum of the bank rate being 
2 J per cent. In the second year the exchanges fluctuated, 
and the rate of interest fluctuated also. During the whole 
of the third, the exchanges were imfavourable — gold was 
exported, and the rate of interest advanced. At the com- 
mencement of the fourth year came the pressure ; then a 
favourable course of exchange brought back the gold, the 
rate of interest was reduced, and again money became 
abundant. 

This period is moreover important as an indication of 
the principles on which the banking department will here- 
after be governed. The governor and deputy-governor 
were examined before the parliamentary committees in 
March, 1848. They stated that they approved of the 
reduction of interest in September, 1844 ; but they ex- 
pressed regret that the bank had not advanced the rate of 
interest in November, 1846, and that they suffered the 
resei've to fall so low in October, 1847. Should these 
sentiments be acted upon in future, we may expect that 
the " banking department" will reduce its rate of interest 
as heretofore; but when money becomes scarce, it will 
advance its rate at an earlier period, and be less liberal in 
making advances. 

The following question was put to the governor by a 
member of the Committee of the House of Commons : — 
" You have described as part of the operation of the Act 
of 1844, that you were during the year 1847 obliged to 
lend consols instead of notes, on account of the limit 
prescribed by the Act, — that you borrowed on consols in 
April, — that you were obliged to raise the rate of interest 
to 9 per cent. — that you refused loans on exchequer bills, 
-tJt there was a pressure in April aud a panic ii^ 
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October, — and that Government were obliged to interpose 
by a letter, in order to protect the public from the restrictive 
effects of the Act — ^Do you call that a satis&ctory history 
of any system 1"* 

We must, however, distinguish between "the system" 
as established by the Act of Parliament, and the admini- 
stration of the banking department in consequence of the 
establishment of that system. We have given in the preced- 
ing section our opinion of the system. But the adminis- 
tration of the Banking Department of the Bank of England 
imder the system has, in our sober judgment, been distin- 
guished by a high degree of both wisdom and liberality. 

The administration of the banking department since 
September, 1848, does not call for any particular remark. 
We have had the usual indications of the first stage after 
a pania The bullion in the issue department has increased 
from 12,883,505^. to 14,330,845^. The notes in reserve 
fix>m 8,784,795^. to 9,553,460Z. Money has been abun- 
dant, and the rate of interest low. On the 2d November, 
1848, the bank reduced the minimum rate of discount to 
3 per cent This would probably have been done at an 
earlier period but for the political aspect of the continent. 
The same reason possibly has induced the directors to 
maintain the same interest to the present time (February, 
1849), although this appears to be an abandonment of thq 
principle adopted in the year 1844. 



SECTION X. 

THE ADMINISTRATION OP JOINT-STOCK BANKS, WITH AN 
INQUIRY INTO THE CAUSES OP THEIR FAILURES, t 

The chief points in which a joint-stock bank differs from 
a private bank are, — the number of its partners — the 
permanency of its capital — and the form of its govern- 
ment. A private bank has not more than six p^ners ; 
a joint-stock bank may have a thousand partners. If a 
partner in a private bank die, or become insolvent, his 

* Commons, 3450. 

f In thit Section I have copied largely from my History of Banking in America ; 
but in transcribing from such of my wiritings as I do not intend to reprint in their 
present form, I have not always thought it necessary to introduce the marks of 
qaotsdoii. 

h3 
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capital is withdrawn from the bank ; in ihe case of a 
partner in a joint-stock bank, his shares are transferred, 
and the capital of the bank remains the same. In a 
private bank all the partners may attend to its adminis- 
tration : a joint-stock bank is governed by a board of 
directors. The business principles on which these two 
kinds of banks are administered are the same, and the 
observations of the preceding sections will equally apply 
to both. The topics, therefore, to which we shall in this 
section more particularly direct our attention will be those 
that have a special reference to the constitution of joint- 
stock banks. We shall describe these banks as they now 
exist, and then notice those modifications which are im- 
posed on new banks by the ''Act to regulate Joint-stock 
Banks,"* passed in the year 1844. After the 6ih May, 
1844, it was not lawful for any new company of more than 
six persons to carry on the trade or business of bankers in 
Englatid, unless by virtue of letters patent to be granted 
by her Majesty according to the provisions of that Act. 

I. All joint-stock banks have a certain amount of paid- 
up capital. 

The payment of a certain portion of the capital before 
the commencement of business, is a pledge that the project 
is not a mere bubble, and this is especially necessary wnen 
the proprietors have no further liability. But even with 
unlimited liability a certain amount appears to be necessary. 
The employment of capital judiciously is sometimes a 
means of acquiring business; and in case of loss there 
should always be a sufficient capital to fall back upon 
without recurring to the shareholders. 

There is an evil in a bank having too small a capital. In 
this case, the bank will be but a small bank; the number 
of proprietors wiU be few, and the number of persons 
digible to be chosen directors will be few; hence there will 
not be the same guarantee for good management. If a 
bank with a small capital have also a very small business, 
it had much better cease as an independent establishment, 
and become the branch of a larger bank. If, on the other 
hand, it has a large business, with a large circulation, large 
deposits, and large loans or discounts, its losses will some- 

* 7 and 8 Vict. cap. 113. 
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times be large, and hence the whole capital may be swept 
away. It is true, that while it avoids losses the share- 
holders will receive large dividends, but these large profitili 
had much better be left in the bank as an addition to its 
capital than shared among the proprietors in the form of 
dividends. There is danger too that the high premium on 
those shares may induce many shareholders to sell out and 
form other, and perhaps rival establishments. 

On the other hand there is an evil in a bank having too 
large a capital. In this case, as the capital cannot be em- 
picked in the business, the directors are under the tempta- 
tion of investing it in dead or hazardous securities for the 
sake of obtaining a higher rate of interest; perhaps too 
they may speculate in the funds, and sustain loss. Hence 
it is much better that a bank should commence business 
with a small capital, and increase the amount as the busi- 
ness may require. ' 

It is difficult to state in all cases what proportion a 
capital ought to bear to the liabilities of a bank. Perhaps 
the best criterion we can have, is the rate of dividend, 
provided that dividend be paid out of the business profits 
of the company. When we hear of a bank paying from 
15 to 20 per cent, dividend, we may be assured that the 
capital is too small for the business. The liabilities of the 
bank, either in notes or deposits, must far exceed the 
amount of its capital. As a general maxim, the greater 
the capital the less the dividend. Let the whole capital be 
employed at any given rate of interest, say 3 per cent., 
then the capital raised by notes or deposit, produces, after 
paying aU expenses, a certain sum as profit. Now, it is 
evident that if this amount of profit be distributed over a 
large capital, it will yield a less rate per cent, than when 
distributed over a small capital. Sometimes however a 
large capital may have increased the rate of dividend, in 
consequence of having been the means of acquiring a large 
increase of business. It may have done this in consequence 
of inspiring the public with confidence in the bank, and 
thus inducing them to make lodgments or circulate its 
notes; or it may have enabled the bank to make large 
advances, and thus gained the support of wealthy and 
influential customers. 
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Althougli the proportion which the capital of a bank 
should bear to its liabilities may vary with different banks, 
perhaps we should not go &r astray in saying it should 
never be less than one-third of its liabilities.* I would 
exclude, however, from this comparison all liabilities 
except those arising from notes and deposits. If the notes 
and deposits together amount to more than three times 
the amount of the paid-up capital, the bank should call 
up more capital. It may be said, that the bank is liable 
also for its drafts upon its London agents, and for the 
payment of those bills which it has endorsed and re-issued : 
admitted ; but in both these cases, the public have other 
securities besides that of the bank. 

Presuming that banks are to commence with a mode- 
rate amount of capital, and to increase that amount as the 
business increases, the question is suggested, what is the 
best way of increasing the capital ? The English banks 
have followed two ways of doing this ; one, by a ftirther 
issue of shares ; and the other, by further calls upon the 
existing shareholders. The capital of all the joint-stock 
banks in England is divided into certain portions, called 
shares ; each proprietor holds a certain number of these 
shares, and pays a certain sum upon them. If he wishes 
to transfer a portion of his capital he cannot transfer a 
half share or a quarter share, but must transfer a whole 
fihare, or a certain number of shares. Thus, if the capital 
of a bank be 500,000Z. it may be divided into 5,000 shares 
of lOOl. each, or 50,000 shares of lOL each, and a certain 
proportion of the amount of each share will be paid up ; 
and this proportion is called the real or the paid-up capitol. 
Thus, if one tenth of the above capital is paid up, then 
50,000Z. will be the real or paid-up capital, and 500,000^. 
will be called the nominal capital. In the chartered banks, 
on the other hand, there is usually no nominal capital, 
and the real capital is not divided into shares or poHions, 
but any fractional sum may be transferred. The capital is 
then called stock. When there is no nominal capital, nor 
any way of increasing the amount of the real capital, this 

* This is about the proportion in Scotland, but in England, or at least in 
London, the capitals of the Joint-stock Banks bear a much less proportion to 
their liabilities. 
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is the best way. But^ in the other case, it is more con- 
yenient to have the capital divided into shares. 

Some persons haye objected altogether to a nominal 
capital ; but their objections have been directed more to 
the misrepresentations that may attend it, than to the 
thing itsel£ They say, ** a bank annoimces that it has a 
capital of 500,000/., whereas few shares are issued, and but 
a small sum is paid on each share ; hence people are 
misled, and the bank acquires a conjQdence which it does 
not deserye." The objection here is against representing 
the nominal capital to be paid-up capital; it does not bear 
upon the principle of a nominal capital. In fact, we are 
xmsled by words. What is called nominal capital is nothing 
more than a further sum, which the directors have the 
power of calling up. If this sum had not been called capital, 
it would not be objected to, as it could lead to no misap- 
prehension. But the inquiry simply is, ought the directors 
to haye the power of calling upon the shareholders for a 
further amount of capital beyond that already paid up 1 
Were they not to have the power, the bank would at its 
commencement prebably have too large a capital, and afber 
, its business had advanced would have too small a capital 
And if the bank by any unforeseen occurrence became in- 
yolyed, and should have occasion for further sums to 
extricate itself from its difficulties, it could not make any 
further call upon its shareholders, although a very small 
adyance might prevent its utter ruin. In case of a very 
large capital, such as two or three millions, a nominsd 
capital may not be necessary, as so large a sum is likely 
to be in all cases amply sufficient. But in banks of a 
second class, it will always be best to give the directors 
the power of making further calls upon the shareholders. 

The second way of increasing the capital of a bank, is 
by the issue of new shares. The whole amount of shares 
to be issued is fixed in the first instance, and the bank 
commences as soon as a certain proportion has been issued. 
If the bank was not allowed to commence business until 
the whole of the shares were taken, a small amount would 
be fixed upon, and the bank would be proportionably 
weaker. But by beginning with a small number of shares, 
you have capital enough for your business, and you acquire 
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more as you proceed. Many persons will join a bank 
after it is established who would not take shares at the 
commencement. Some shares are therefore reserved for 
persons of this description ; and as. the shares are more 
yaluable when the success of the undertaking is no longer 
doubtful, they are often given out at a premium, and 
always a greater degree of caution is exercised as to the 
persons to whom they are distributed.* 

Some members of the parliamentary committee of 1836, 
appear to have an objection to shares of a^ small amount ; 
they apprehend that these shares ai'e taken by an inferior 
class of persons ; and hence the body of proprietors are less 
respectable. But it would appear from the returns, that 
the general effect of small shares is, that each shareholder 
takes a greater number. Thus in the banks of 100^. 
shares each proprietor has taken upon an average twenty- 
eight shares, on which he has paid the sum of 444^. In 
the banks of 201. shares, each proprietor has taken forty- 
three shares, and paid 3591, In the banks of 1 0^. shares, 
each proprietor has taken fifty-two shares, and paid 400^. 
While in the only bank of 51, shares, each proprietor has 
taken 117 shares, and paid 5851, It appears to me that the 
chief objection to which small shares are liable is, that 
they do not admit of a large amount of nominal capital 
The banks of 51, and 101, shares have usually the whole 
capital paid up, and hence in case of necessity the directors 
have no power to call for a further amount. Could the 
Northern and Central Bank have made a call upon their 
shareholders of 51, per share, this bank might have been 
saved from destruction. 

According to the new Act above referred to, no bank can 
now be formed with a less capital than 100,000^. ; and the 
shares must not be less than 100^.; of which 10 per 'cent, 
must be paid up before the signing of the deed of settle-^ 
ment ; and all the shares must have been subscribed for, 
and half the amount paid up, before. the bank commences 
business. 

II. JoinlHitock banks are governed by a board of 
directors. 

^ The directors are chosen from among the shareholders 

* Banks fonned since l844.cannot adopt this course. 
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At a general meeting — ^the pecuniary qualification being 
that they hold a stipulated number of shares in the 
company. 

^ There are seyeral points of view in which a man be- 
oomes eligible as a director of a bank^ independent of his 
qualification as the holder of the required number of shares. 
Lideed, his qualification as a shareholder, merely, must not 
be taken into the account 

'' 1. He ought, in the first place, to be a man enjoying 
public confidence. Unless he is a man whom the com- 
munity contemplate as deserving of their confidence and 
esteem, it is not presumable he can be of much service to 
the bank, either by his influence or character. The public 
are not likely to deposit their money in an establishment 
where they cannot place the fullest reliance upon the 
directors; and, for the same reason, parties of respect- 
ability will not [readily be induced to open accounts with 
the bank. 

" 2. He ought to be a man possessing a knowledge of 
commercial business. It is a matter of great importance 
to the satisfactory and efficient management of a bank, 
that those to whom is entrusted the direction of its affairs, 
be in some measure conversant with the ordinary affairs 
of trade. Men who are retired from business are unques- 
tionably the most eligible, not merely from their business 
knowledge, but because they are not apt to be contem- 
plated with that suspicion, jealousy, and distrust, which 
tradesmen will sometimes exercise towards such directors 
of a bank as are likewise engaged in trade. But retired 
men of business are not readUy to be had as directors of 
a bank, nor are they in most cases disposed to accept of 
such an office. Where such is the case, men of high stand- 
ing and character, engaged in trade, should be sought for. 

'* 3. A bank director should be a man of strict integrify 
and uprightness. This is a qualification perfectly indis- 
pensable to the welfare of the bank. He must be above 
all trafficking in the stock of the company, or taking any 
undue advantage over the other shareholders through hiis 
intimate knowledge of the state of their afiairs as regards 
the bank. He must never for a moment forget, that 
while he is a partner in the concern^ and as an honest 
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man, is bound to conduct it in as fietitliful and diligent a 
manner as he would his own private affairs, that he is at 
the same time appointed to a solemn trust, in haying the 
interests of numerous others, equally interested with him- 
self, under his management and control In fact, unless 
the director of a bank is a man of strict integrity, he is 
placed in a position calculated to be productiye of great 
mischief. He is invested with power to ruin the fortunes 
of others, and to inflict much commercial evil upon the 
community. Where there is a want of integrity, there is 
a want of principle, and the bank must necessarily be mis- 
managed. 

** 4. A bank director should be a man of influence and 
respectability. He ought to be a man well known and 
respected in the district. Such a man is desirable in a 
variety of ways. He adds his own personal respectability 
to the establishment, and he influences the &vour and 
support of his friends and acquaintances. His standing 
in society gives the public confidence in the establishment 
with which he is connected — ^and they bring their money 
and business to its support ; the paper of the bank becomes 
more readily current in the district, and the weight of his 
influence destroys any suspicion of its stability. 

" 5, A bank director should be in good pecuniary cir- 
cumstances. It would be a most wholesome regulation, 
were it stipulated in all deeds of settlement, that no bank 
director should be privileged to overdraw his account. 
The great facilities which directors enjoyed of raising 
money from overdrawing their bank accounts, have, in some 
instances, resulted in extensive commercial disasters, and 
in the total wreck of large establishments. The tempta- 
tion to speculations of all descriptions which such facilities 
hold out, necessarily increases the risk of the bank, and 
induces a less rigid inspection of the accommodation 
afforded to other customers. Where those who are en- 
trusted with the management of the bank forget the 
extent and importance of the trust reposed in them, and 
begin to enter into unwarrantable speculations with the 
funds committed to their care, it is not supposable that 
they will be particularly scrupulous as to the general 
management of the afbirs of otixers. 
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" 6. A bank director should be one who can bestow 
some attention upon the af&irs of the establishment. It 
has appeared in evidence that gentlemen have been ap- 
pointed, and have accepted the office of directors of banks, 
who gave little or no attention to the affairs ; who, in facl^ 
appear to have considered that the office of director was 
conferred on and accepted by them, more for the purpose 
of complying with the letter of the deed of settlement, 
which enjoined the appointment of a certain number of 
directors, than from any idea of their being expected, or of 
its being necessary for them to know anything regarding 
the management. The consequence of this has been, that 
the duties which the shareholders deyolved upon, perhaps, 
six indiyiduals, were confined to two, or possibly only one, 
and the others approving, without suitable knowledge or 
proper inquiry, of all their acts, the mass of shareholders, 
as well as an extensive commercial circle, have been in- 
volved in the disastrous results of mismanagement. It is 
altogether an anomaly that any man, or body of men, 
should have the credit, honour, and distinction of being 
managers and directors of a bank, and yet not exercise 
any of the active functions and important duties that 
relate thereto. Upon what principle can they undertake, 
as by accepting the office they unquestionably do, to dis- 
charge a solemn trust, in faithfully administering the 
affairs of a bank, into which they make it no part of their 
business to look ) Were the fact not very well known, it 
would seem absurd; yet it is not the less absurd that it is 
known."* 

Mr. Taylor, in his ''Statesman," makes the following 
observations upon the age of members of public boards : — 

'* Boards, or other co-operative bodies, should be so formed that 
youthfulness and elderliness may meet in due proportion in their 
counsels. If any such body be wholly composed of elderly men, it 
will commonly be found to be ineffective, so far as invention of 
new courses, and intrepidity of purpose is required; and perhaps, 
also, unequal to an^ unusual amount of spontaneous activity. If, 
on the ot her hand, it be composed wholly of young men, its opera- 
tions will probably be wanting in circumspection ; and the foresight 

* These observations are taken from the " Philosophy of Joint-Stock Banking," 
by O. M. Bell. (Longman.) I recommend the perusal of this little work to all 
dueetort and managers of Joint-stock banks. 
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by wliich it will be guided will be too keenly directed to the objects 
ot a sanguine expectation — too dully to prospects of eyH and 
counteraction. The respective positions in life of the young and 
the old operate to these results not less than their temperaments; 
for the young have their way to make — their reputation to earn— 
and it is for their interest to be enterprising, as well as in their 
nature; the old have ascertained their place in life, and they hare, 
perhaps, a reputation to lose." 

The n^w Act requires that provision shall be made in 
the deed of partnership '^for the retirement of at least one- 
fourth of the directors yearly, and for preventing the 
re-election of the retiring directors for at least twelve 
months." 

III. Joint-stock banks have a principal officer, called a 
manager. 

'' The prudent and satis&ixjtory management of a Joint- 
stock bank very materially depends upon the upright and 
consistent discharge of those social duties and reciprocal 
interchanges of confidence which ought to characterise 
the directors and manager. 

** The manager, from his experience, and the importance 
of the office he fiUs^ is entitled to the kind consideration 
and entire confidence of the directors. He is selected by 
them to occupy an arduous and highly responsible situa- 
tion, and ought to be rewarded not merely with an adequate 
pecuniary remuneration, but with the respect and fi^iend- 
ship of the directors, by whom he should be considered in 
every respect, so far as regards the bank, at least upon an 
equally elevated footing. Without the confidence and 
friendship of the directors, he can neither take his place 
at their meetings free from restraint, discuss with them 
matters relating to the welfare of the establishment with 
composure, nor appear before the customers with that 
satisfieu^tion and independence which is required to the 
proper discharge of his duties. Having placed him in the 
position of manager of the bank, it is their duty always to 
contemplate him in that Hght, to respect and confide in 
his opinions and conduct, which in many cases have been 
formed by long years of active and arduous employment in 
the profession; and to speak well of him among their 
friends and acquaintances. In the degree in which the 
manager is respected, and well spoken of by the directors^ 
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win rospeot and confidence be extended to him, and con- 
sequently to the establishment, by the public, and a good 
opinion entertained of their jud^ent and discernment in 
his selection. 

^ The conduct of the manager ought to be characterised 
by great circumspection and uprightness. He ought, un* 
questionably, in every instance, to be chosen for his busi- 
ness qualifications, and not because he is a rich man, a 
gentleman, a man of fashion, or a man with an extensire 
circle of friends. To choose him on account of any one 
of these qualifications, and not principally from his prac- 
tical experience of banking, would be similar to appointing 
a man to the care and management of a steam-engine, who 
knew nothing of its mechanism, nor the nature of its 
operation, but was recommended solely because he had a 
taste for travelling; or it would be like placing a man at 
i^e helm to pilot a vessel over quicksands, and through 
a reef of rocks, who knew nothing of a sea&ring life, but 
was fond of contemplating the grandeur of the elements. 
The manager of a joint-stock bank ought to be chosen 
exclusively for his experience in banking; other qualifica- 
tions are well enough in their own place, but ought never 
to be taken into consideration in choosing a person to act 
as manager of a bank. In this way a stimulus is given to 
persons of talent, who may be looking forward to the 
reward of a life of toil and drudgery ; and thus merit is 
patronised and protected. In a well-regulated office no 
one will be promoted over the head of another, but a 
prudent selection being made at the outset, a system of 
tegular promotion should be uniformly practised. 

'' The manager of a bank may be contemplated in three 
important points — ^in his intercourse with the customers 
and the public; with the directors; and with the sub- 
ordinate officers of a bank. In each of these departments 
he has important duties to perform. He must be scru- 
pulously diligent in his attention to the afiairs of the bank, 
courteous in his interviews with the public, afiable and 
unreserved in his commxmications with the directors, and 
kind and conciliating towards the subordinates of the bank, 
treating them as those who may be one day placed in a 
similar situation with himself. The days are now gone 
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past when a man of business was considered in the light of 
a machine — a mere automaton for the purpose of forming 
figures and casting up accounts; but it is still necessary, 
enlarged as our views of the powers and capabilities of the 
human mind are, in order to the proper management of 
any business, that it be carefully attended to. The mana- 
ger of a joint-stock bank, being allowed a competent salary, 
cannot be justified in. occupying his time with any other 
employment which may occasion his absence from the 
duties of the bank. But it is not intended to insinuate 
that he must be a man of one idea, and restrained from 
turning his mental acquirements to his own amusement or 
profit. This would be as absurd as it would be unreason- 
able. Nor is it meant that a man of business may not 
be also a man of great erudition, and it may happen, of 
literary and scientific eminence. On the contrary, it can- 
not be denied that, in the present day, this is often the 
case. What is contended for is, that the bank is entitled 
to, and ought to have, his close and chief attention. 

''As it is obvious that he cannot manage any other 
trade or profession, without sacrificing or delegating more 
or less the duties he owes to the bank ; it seems also very 
doubtful whether he can be justified in taking a prominent 
part in public or political afiairs. There are two argu- 
ments against his being a public character : the first is, 
that he may be drawn away during the hours of business ; 
the second, that, by becoming a partisan, he is certain of 
being more or less obnoxious to a portion of the inha- 
bitants, and, it may be, of the bank's customers. A man 
whose mind is occupied in framing political speeches, in 
promoting political schemes, and whose time is partially 
given to political, magisterial, or other meetings, cannot 
possibly, from the exciting nature of such subjects, give 
that cool, deliberate, and uniform attention to the duties 
of the bank which they necessarily require. 

*^ The customers ought always to be treated with civility 
and kindness, their business transacted promptly and 
cheerfully, and every inquiry regarding their accounts, or 
any matter of business, readily and satisfactorily explained. 
When an accommodation is to be declined, it ought to be 
done in as polite and inoffensive a manner as possibU 
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the manner of a refusal being of paramount moment to 
the character of a manager. 

"The shareholders^ being, in other words, the pro- 
prietors of the bank, are to be received with that freedom 
and confidence which is due to their character as such, but 
"without compromising or revealing to them either the 
business and accounts of each other, or of the customers 
of the bank. 

** Next to being secret and cautious, a manager ought 
to be prompt and decided in all his measures, free from 
party influence, and firm in his purpose. A habit of 
promptitude and decision is very essential to the proper 
regulation of the business of a bank, and acquired by 
forethought and circumspection. It is, perhaps, a con- 
stitutional virtue which cannot be enjoyed by every one 
in the same degree, but it is nevertheless a virtue which 
every one may acquire by proper attention. Nothing 
makes a manager look more silly and contemptible than 
a hesitating, dubious, and capricious manner. His answer 
ought to be prompt and satisfactory; he should be 
sufficiently acquainted with business to say, at once, 
whether an act can be done or not, and should appear 
free from restraint, and not disposed to alter an opinion 
when once formed." * 

IV. In joint-stock banks the administrative functions 
are usually distributed between the directors and the 
manager. 

With reference to both private and joint-stock banks, 
the distribution of the administrative functions is a most 
important topic of inquiry. By what parties ought these 
functions to be exercised? — We have spoken of "the 
banker," as though a bank consisted of only one person, 
and this one person administered all the powers and func- 
tions of the bank. But few banks consist of only one 
person. One class of banks consists of two, three, four, 
five, or six persons, some or all of whom attend to the 
practical administration of the bank. Another class of 
banks consists of a great many, it may be of several hun- 
dred persons, who appoint some dozen or score of their own 
number to administer the bank on their behalf. 

* Bell's Phllofophy of Joint-stock Banking. 
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But bow many soever the number of partners may be 
in a bank, the administratiye functions are in &ct prac- 
tically exercised by a small number of persons. A private 
bank may consist of as many as six partners, but it is 
rarely, we believe, that so many as six are actually en- 
gaged in the business. When more than one are thus 
employed their duties may be distributed according to 
their seniority or other circumstances. In ordinary matters 
there may be a division of labour, and each partner may 
preside over a distinct department of the business. But 
in all important cases there is usually one leading partner 
who practically guides the others. When a bank has risen 
speedily to eminence, it has generally been through the 
talents of some one man. It does not follow that this one 
man did not receive great assistance from the advice or 
suggestions of his partners. It is the part of a wise man 
to avail himself of the knowledge and wisdom of others ; 
and he will often gather much useful information from 
men far below himself in general talents. There is, 
perhaps, more uniformity, consistency, and energy in the 
proceedings of a bank managed by a few partners than by 
many. On the other hand, banks have sometimes been 
ruined by placing too much power in the hands of one or 
two of the partners. 

In a joint-stock bank, though the number of directors 
may be large, the daily exercise of the administrative 
power is practically in the hands of a few persons. In 
some banks this power is vested solely in the manager; 
sometimes in one or two managing directors; sometimes 
in a permanent committee of two directors and the 
manager; and in other cases, in a changeable committee, 
on which each member of the board takes his rota of 
service for two or three weeks in succession. In all cases, 
however, the board of directors lay down the general 
principles on which the bank is to be administered; 
reports are made to them at their weekly meeting of the 
actual condition of the bank in all its departments, and 
all very important matters are reserved for their special 
consideration. 

Y. Some joint-stock banks have many branches. 

When the law existed in England that no bank should 
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haye more than six partners, the branch system scaroely 
existed. In some cases, a bank had a branch or two a 
few miles distant, but no instance occurred of a bank 
extending itself throughout a county or a district. But 
with joint-stock banking arose the branch system — the 
head office was placed in the county town, and branches 
were opened in the principal towns and villages around. 
The credit of the bank being fiimly established, its notes 
circulated freely throughout the whole district The chief 
advantages of this system are the following : — 

There is greater security to the public. The security 
of the whole bank is attached to the transactions of every 
branch; hence there is greater safety to the public than 
could' be afforded by a number of separate private banks, 
or even so many independent joint-stock banks. These 
banks could have but a small number of partners — the 
paid-up capital and the private property of the partners 
must be comparatively small ; hence the holder of a note 
issued by one of the independent joint-stock banks could 
have a claim only on that bank: but if that bank, instead 
of being independent, were a branch of a large establish- 
ment, the holder of a note would have the security of that 
large establishment ; hence the branch system unites 
together a greater number of persons, and affords a more 
ample guarantee. 

The branch system provides greater facilities for the 
transmission of money. The sending of money from one 
town to another is greatly feusilitated, if a branch of the 
same bank be established in each of those towns, for all 
the branches gmnt letters of credit upon each other. 
Otherwise you have to ask the banker in the town from 
which the money is sent, to give you a bill upon London, 
which is transmitted by post; or you request him to 
advise his London agent to pay the money to the London 
agent of the banker who resides in the town to which the 
money is remitted. This takes up more time, and is 
attended with more expense. A facility of transmitting 
money between two places usually facilitates the trade 
between those places. 

The branch system extends the benefits of banking to 
small places where independent banks could not be sup- 
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ported. An independent bank must have an independent 
board of directors who in most cases will be better paid — 
the manager must have a higher salary, because he has a 
heavier responsibility, and a large amount of cash must be 
kept unemployed in the till, because there is no neigh- 
bouring resource in case of a run. There must be a 
paid-up capital, upon which good dividends are expected ; 
a large proportion of the funds must be invested in ex- 
chequer bills, or other Government securities, at a low 
interest, in order that the bank may be prepared to meet 
sudden calls; and the charge for agencies will also be 
more. On the other hand, a branch has seldom need of 
a board of directors, one or two being quite sufficient — 
the manager is not so well paid : there is no necessity for 
a large sum in the till, because in case of necessity the 
branch has recourse to the head office, or to the neigh- 
bouring branches; nor is a large portion of its fund 
invested in Government securities that yield but little 
interest, as the head office takes charge of this, and can 
manage it at a less proportional expense. Besides, at 
some branches the manager attends only on market days, 
or once or twice a week. The business done on those 
days would not bear the expense of an independent 
establishment. 

The branch system provides the means of a due distri- 
bution of capital. Some banks raise more capital than 
they can employ, that is, their notes and deposits amount 
to more than their loans and discounts. Others employ 
more capital than they raise, that is, their loans and 
discounts amount to more than their notes and deposits. 
Banks that have a surplus capital usually send it to 
London to be employed by the bill-brokers. The banks 
that want capital must either restrict their business, or 
send their bills to London to be re-discoimted. Now, if 
two banks, one having too much, and the other too little 
capital, be situated in the same county, they will have no 
direct intercourse, and will consequently be of no assist- 
ance to each other : but if a district bank be established, 
and these two banks become branches, then the surplus 
capital of one branch will be sent to be employed at the 
other — thus the whole wealth of the district is employed 
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'within the district, and the practice of re-discounting hills 
in London will he proportionahlj diminished. 

The hranch system secures a hetter system of manage- 
ment. The only way to secure good management is to 
prevent the formation of small hsmks. When hanks are 
large, the directors are men of more wealth and respect-, 
abiHty — they can give large salaries to their officers, and 
hence can command first-rate talent — ^there will be a more 
numerous proprietary; and in a large nimiber there will 
be always some active spirits who will be watchful of the 
conduct of the directors and the manager ; besides, in a 
numerous proprietary there is a greater number of persons 
eligible to be directors, and consequently there is a wider 
choice. In populous cities, such as London or Man- 
chester, a large bank may be formed without branches ; 
but in smaller places there is no way of forming a large 
bank but by giving it branches throughout the district. 
A branch bank in a small town will probably be better 
managed than an independent bank in the same place. 
The directors and manager of the branch will be appointed 
by the directors at the head office, assisted by the general 
manager, who are very competent to judge what quali- 
fications are necessary for these offices, and who would not 
be biassed by local partialities. But the directors of the 
independent bank would most likely be self-appointed, or 
chosen by the proprietors, because no others could be 
obtained, and these directors would appoint some friend 
of their own to be manager. The manager of the branch, 
besides the superintendence of the directors, which he has 
in common with the manager of the independent bank, 
will be subject to visits from the general manager or the 
inspector; and he must send weekly statements of his 
accoimts to the head office. The consciousness of respon- 
sibility will thus secure a more anxious attention to his 
duties ; and, besides, he will probably be looking forward 
for promotion to a higher branch as a reward for his 
successful management These circumstances seem to 
ensure a higher degree of good management to the 
branch. 

At the same time, it must be admitted that banks with 
numerous branches require a proportionate paid-up capital, 
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and that the capital be kept in a disposable form ; it also 
requires vigilant and constant inspection, and a rigid 
system of discipline. 

A proportionate paid-up capital is necessary, because, 
in case of a run, there are a greater number of points of 
attack : hence the funds must be divided to meet all these 
possible attacks ; for if one branch be overpowered, the 
whole bank is immediately exposed to suspicion. 

Another danger arises from the incompetency or negli- 
gence of the managers of branches. Among a number of 
men, it is not likely that all are clever, and all prudent ; 
and one case of neglect on the part of one manager may, 
in times of alarm, throw discredit on the whole establish- 
ment. Besides, there is sometimes danger even from the 
zeal of the branch managers. Each manager is naturally 
anxious to increase the business of his own branch ; and 
he will perhaps find that the most easy way of doing this 
is to ^extend his loans and discounts. Hence each manager 
tries to employ as much capital as he can ; and the urgent 
remonstrances he receives from head-quarters, requiring 
him to restrict his discoimts, are either evaded or delayed. 
Thus the bank proceeds until some heavy demand for 
money arises at head-quarters, and it is then found that 
all the capital of the bank has been absorbed by the 
branches. These advances cannot be suddenly recialled, 
and thus the bank is ruined. 

What number of branches a bank ought to have, and 
what distance they ought to be from the head office, have 
been the subject of much discussion. No geueral rules 
can be given. The subject may very safely be left to the 
discretion of the banks themselves. Several of the banks 
in Scotland have from thirty to forty branches. The Pro- 
vincial Bank of Ireland, whose head office is in London, 
has branches spread all over Ireland. I am not aware 
that in these cases any danger or inconvenience has been 
experienced. When branches are found troublesome or 
unprofitable, they will very soon be discontinued. In 
some instances, even in Scotland, the branches of the 
larger banks have been withdrawn, in consequence of 
being unable to sustain a competition with the local 
banks of the district. 
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Had the Act of 1826 permitted joint-stock banks of issue 
to be established in London, we should probably by this time 
have had ten or a dozen banks having their head-quarters 
in London, and extending their branches throughout the 
country. But as the law prohibited joint-stock banks being 
established within sixty-five miles of London, it neces- 
sarily gave rise to banks occupying particular districts in 
the country. The advantages which are alleged to belong 
to the district system are the following: — That the bank 
will be better adapted to the wants and habits of the 
people — that a local feeling will be excited in its favour : 
hence the inhabitants of the district will take shares, and 
the occurrence of runs upon the bank will be less pro- 
bable—that a better systemi of management may be 
expected, as it can more easily be governed, and will be 
more under control — that a panic in the district will not 
affect the other parts of the country, and hence supplies 
may be more easily obtained — that banks will be of a 
moderate size, and hence will be attended with the advan- 
tages arising from numerous banks acting as checks upon 
each other, instead of a few large banks who may combine 
for objects injurious to the nation ; and that as each bank 
^will have an agent in London, the bills they draw will 
thus have two parties as securities, and the public will 
have a pledge that there is no excessive issue in the form 
of kites or accommodation bills. On the other hand, it 
may be contended, that in Scotland the large metro- 
politan banks which have branches extended throughout 
the country, have generally been more successful than 
the provincial or district banks — that there is a greater 
security to the public for the notes or deposits — that 
advances are not so likely to be made to speculative 
parties merely on account of their local influence — that 
the capital raised in one part of the country can be 
employed in another — that the transmission of money 
from one part of the country to another is more rapid and 
direct — that the establishment of the bank, being on a 
larger scale, you have a superior class of directors, and 
can demand the services of higher talents in those who 
are employed as officers. 

It does not appear that these two i^stems are neces- 

I 2 
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Borily at variance with each other. County or district 
banks have no doubt many advantages, but they do not 
seem to supersede banks on a larger scale. 

YI. Joint-stock banks have an annual meeting of share- 
holders, to whom is usually exhibited a balance-sheet 
showing the assets and liabilities of the bank. 

All banks do not exhibit a balance-sheet.* The practice 
is said to be open to the following objections :— ^ 

1. That it is not a &.ir criterion by which you can form 
any judgment of the real condition of the bank. You 
might see that the bank had a certain amoimt of securi- 
ties, or had advanced a certain sum upon loans; but 
whether those securities were available, or whether those 
loans could suddenly be called up, are points upon which 
the balance-sheet could give no information. The Agri- 
cultural and Commercial Bank of Ireland published a very 
satis&ctory balance-sheet a few weeks only before they 
stopped payment. 

2. It lays the bank open to attacks from its rivals 
or opponents. The balance-sheet will show in what way 
the funds of the bank are employed, but it will not state 
the reasons why they are so employed. The opponents of 
the bank may attack every item of the balance-sheet, and 
the directors may not be able to repel those attacks 
without a breach of confidence that would be injurious to 
the establishment. Suppose, for instance, the balance- 
sheet should show that the bank had advanced a few 
thousand pounds upon mortgage. This might be justly 
considered as a departure from the sound principles of 
banking; yet it might in this case be justified by some 
peculiar circumstances, which, nevertheless, the directors 
could not publish without serious injury to the parties 
concerned. The production of a balance-sheet is advo- 
cated upon the ground that it would enable the share- 
holders to judge of the ability and prudence of the 
directors. But how can they do this without knowing 
the reasons by which the directors are influenced in their 
decisions ? 

3. It causes a great deal of speculation in the shares. 

* All the Joint-Stock Banks in London do so, but it is not the practice gcne- 
nlly in the countryi nor in Scotland or Ireland. 
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The shareholders and the public would form their opinions 
of the bank from the statements in the balanoe-sheet ; 
and according to these opinions the price of the shares 
would fluctuate in the market. Suppose it were seen 
that the bank had invested a large portion of its funds 
in Gk>yerHment securities, and it was known that during 
the year the price of those securities had experienced a 
considerable fall, would not the bank shares immediately 
fidl tool Again, suppose at the end of a year like 1836, 
it should appear that the bank held a considerable amoimt 
of overdue bills, the apprehension of loss would cause the 
bank shares to fall ; soon afterwards these bills might be 
paid, and then the shares would rise again. — Thus, the 
publication of balance-sheets would keep the prices of 
shares in perpetual fluctuation, and furnish a most fruitful 
source of speculation and gambling. 

4. It is perfectly inefficient as a protection against 
fraud. The balance-sheet, it seems, is to be a check 
upon the directors, and yet the directors themselves 
are to prepare the balance-sheet. They must be stupid 
knaves indeed, if they produce such a balance-sheet as 
shall expose their own knavery. Besides, the balance- 
sheet merely shows the state of the bank on one day in 
the year. Would it not be easy to put the bank on that 
day in such a condition as would give satisfaction to the 
shareholders) 

YII. At the annual meeting, the directors announce 
the amount of the profits and the mode of their distri- 
bution. 

- The first appropriation of the profits is, to pay to the 
shareholders a dividend on the capital But all the profits 
are not usually thus appropriated ; a certain portion is 
generally retained as a rest, or surplus fund, or, as it is 
sometimes called, a guarantee fund. This last title has 
led to an erroneous impression with regard to the nature 
and purposes of this fund. It is not designed as a 
guarantee to the depositors for the amount of their de- 
X>osits — ^these are guaranteed by the paid-up capital and 
the liability of the shareholders — ^but as a guarantee to 
the shareholders for the uniformity «. of their dividends. 
Should the profits in any one year &11 below the sum ne- 
cessary to pay the usual dividend, the deficiency may then 
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be taken from the surplus or guarantee fund. The amount 
of this fund, therefore, will be regulated by the amount of 
the transactions, and the consequent danger of loss. But 
it sometimes happens that, after paying a liberal dividend, 
the surplus fund accumulates fsir beyond the sum neces- 
sary for the above purpose. In this case a portion of the 
fund may be employed either in still farther increasing 
the dividend, or it may be distributed to the shareholders 
in the form of bonuses, or it may be added to the capital. 
The course to be adopted must depend upon circum- 
stances. When the capital is small, it will probably be 
best to make an addition from the surplus fund; but 
when the capital is sufficiently large, the best way will be 
to give an occasional bonus to the proprietors. This is 
usually better than increasing the dividend. For if the 
dividend be once increased, the same rate of dividend will 
always be expected. And it is better not to make any 
advance, unless there is good reason to believe that the 
same rate will always be maintained. 

When urging the establishment of a surplus fund, we 
are met with the remark, that we are not bound to do 
anything for posterity, inasmuch as posterity have done 
nothing for us. We recollect meeting with this joke many 
years ago, we think in *' Joe Miller." As it is so frequently 
repeated, we presume it is thought to be witty. We pro- 
fess not to be a judge of witticisms. As a piece of reason- 
ing, it seems very unsound. To deny ourselves present 
gratifications in order to make provision for the future, is 
one of the most important lessons that reason teaches to 
man. Nor is it for j»osterity, in the present case, that the 
provision is made. All bank proprietors should wish that 
it may be so ; but it is very probable that within their 
own life-time some untoward events may occur that will 
require a portion of the reserved fund to keep up the 
ordinary dividend. 

Those persons are under a mistake who object to a 
reserved or surplus fund on the ground that it tiikes away 
the profits from the existing shareholders, and gives them 
to the future shareholders. This is not the fact. An 
existing shareholder who keeps his shares until the fund is 
in some way distributed, receives of course his portion of 
tbe fund. But an existing oh^treholder who Bells out his 
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shares before the fund is distributed, receives the value of 
his portion of the fund in the price of his shares. The 
axnoimt of the surplus fund will influence the market-value 
of the shares. In proof of this, we may observe that after 
a bank has declared a bonus, the market-price of the shares 
usually falls, as in &ct, casteris paribusy it ought to do. 

We consider it of high importance that a bank should 
maintain an ample surplus fund. Without such a fund 
the dividends will fluctuate very widely, and sometimes 
there may be no dividend at all, even though upon a series 
of years the bank may have been very successful Even 
if it is known that a bank has met with losses, its credit is 
not so much aflected when it has an ample reserved fund 
to fall back upon. And besides the ordinary losses in the 
way of business, a bank will sometimes, in a season of 
pressure, be called upon to sustain loss by the realization 
of securities, and it is very convenient to have a surplus 
fund sufficiently ample to bear all these contingencies. 
Such a fund too has a moral effect in strengthening the 
reputation of the bank in public estimation. It is re- 
garded as an indication that its affairs are governed by a 
wise and prudent administration. 

It will assist us in forming a correct judgment as to the 
principles on which joint-stock banks ought to be ad- 
ministered, if we take a view of those banks that have 
fallen, and notice the causes to which their failure may be 
assigned. In investigating these causes, we shall find that 
the disasters which have befallen joint-stock banks have 
arisen not from any unsoundness in the principles of 
joint-stock banking, but purely from mal-administration. 
It was predicted by their opponents that they would be 
ruined by the excessive issue of their notes; but the 
banks that have &iiled have been chiefly those that did 
not issue notes. It was stated they would be ruined by 
carrying on an extensive business with a small capital; 
but among the banks that have stopped have been some 
of the largest capital. It was supposed they would be 
ruined by unprincipled men getting to be directors, who, 
having no property of their own, would care little about 
squandering the property of others. But the fallen banks 
are chiefly those which were governed by honourable men ; 
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and the greatest sufferers bave been the directors. Nor 
can it be said that the joint-stock banks have made their 
losses by engaging in speculations unconnected with bank- 
ing. Private bankers have done so. But joint-stock banks 
are confined by their deeds of settlement to the business 
of banking. Nor has it appeared— except, perhaps, in the 
Isle of Man Bank — that they have violated their deeds in 
this respect. To what, then, must we ascribe the &ilure of 
so many joint-stock banks? We reply, To mal-administra- 
tion; or, in other words, to bad management. And this 
leads us to inquire. In what way has this mal-administration 
been exemplified? What are those erroneous principles that 
have led to these fatal results? Without attempting to 
enumerate them all, we will endeavour to specify a few of 
the most prominent. 

I. Taking the unsound business of oth^r banks. 

One cause of the rapid extension of joint-stock banks 
in 1836, was the " merging" of numerous private banks. 
I obtained from the managers the names of these private 
banks, which were printed as an appendix to the " History 
of Banking in America," published in 1837. This list 
was afterwards extended, and inserted in the Bankers* 
Magazine for 1844. Thus it appears that 138 private 
banking establishments have merged in joint-stock banks. 
Some of the private banks sold their business after the 
joint-stock banks had come into operation. Others formed 
a joint-stock bank upon the private bank, the senior 
partner often becoming a director, and the junior partner 
the manager, of the new bank. 

In by far the majority of cases, these imions, or 
"merges," were advantageous to both parties. The pri- 
vate bankers obtained the value of the business they had 
surrendered, and an interest in the future prosperity of 
the bank they had joined. On the other hand, the new 
joint-stock bank acquired a business already formed, and 
also obtained the advantage of the practical knowledge 
and superintendence of experienced bankers. 

But in some instances the bargain was a disastrous one 
for the joint-stock bank. The bad and overdrawn accounts 
were taken without due examination, and soon afterwards 
occasioned conaiderable loss. The loss of the purchase- 
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money was generally by far the smaller loss of the two. 
A joint-stock bank in the west of England purchased a 
priyate bank in a country town for a large sum, and took 
the overdrawn accounts without a guarantee. These ac- 
counts were considered good at the time, but a few years 
afterwards the parties failed, and the joint-stock bank lost 
considerably. A joint-stock bank gave to the Northern 
and Central Bank the sum of 6,500/. for their business at 
Leeds, after they had stopped. The accounts they took 
over were afterwards the occasion of great loss. The Isle 
of Wight Joint-stock Bank was formed upon a private 
bank, but a few months only had elapsed when they found 
they were insolvent from the losses that would arise from 
the bad accounts they had accepted. They immediately 
determined to wind up, and transfer their business to the 
National Provincial Bank of England. Other instances 
might be adduced of joint-stock banks having been founded 
on private banks which are now supposed to have been, at 
the time, in a state of insolvency. 

II. Some banks have sustained losses by making ad- 
vances on dead security. 

Instead of the word ** some," we think we might use the 
word "all." For among the banks that have failed we 
doubt if we could find one that had not sinned in this 
respect. But the greatest sinners were those banks that 
were established in places of the greatest trade. AU the 
banks at Newcastle advanced money on collieries, and also 
on other public works. The banks of Manchester made 
advances on mills and manu&ctories, as did also some of 
the banks at Leeds. These advances were attended with 
several evil eiBFects. In the first place, there was a lock-up 
of capital, which restrained the operations of the bank. To 
relieve themselves from this restriction, they took bills for 
their loans, and re-discounted them in the London money 
market The &cilities thus obtained induced them to 
extend this system of advance. Bills were perpetually 
renewed, and perpetually re-discounted. At last a pressure 
came, and the renewed bills could not be re-discounted. 
The bank could not take up the old bills that were returned, 
and consequently stopped payment. Sometimes, too, the 
bank tried to relieve itself from this pressure by increasing 

i3 
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its drafts on its London agent. It has for a long time been 
the practice in Lancashire to pay fcMT cotton with a three 
months* banker's bill. Banks in difficulties avail them- 
selves of this practice to make all their advances by drafts 
on London, instead of cash* The Bank of Manchester had 
at one time an enormous circulation of this kind. 

Another effect was that, however good the security might 
be at the time the advance was made, when a change took 
place in the state of trade, its value fell much below the 
amount of the advance ; and in some cases it could not be 
sold at any price. But the evil did not stop here. As the 
property given as security would have been worth nothing 
if not worked, the bank was induced to make &rther 
advances, to carry on the works on their own account. A 
colliery, if not kept in operation, soon gets out of order ; 
and it will then require a considerable sum to set it at 
work again. Hence some of the collieries at Newcastle 
were worked by the banks; and mills in the neighbourhood 
of Manchester were carried on in the same way. The plan, 
however, does not often succeed. It is generally throwing 
good money after bad. The ultimate loss is usually in- 
creased. We may just observe in passing, that the banks 
in the East Indies get involved in the same way, through 
making advances on indigo works. These works are of no 
value except when kept in operation ; and hence it has oc- 
curred that a bank which has made an advance, is compelled 
to carry on the works to keep up the value of its security. 
To show that a bank governed by the strictest rules may 
sometimes be drawn into transactions of this kind, it may 
be observed that at the present time an iron concern in 
Wales is said to be carried on by the Bank of England. 
It belonged to the Governor and Company of the Mines 
BoyaL The bank made an advance on mortgage to this 
corporation during the pressure of 1847, and now takes 
the profits of the works. Some joint-stock banks have 
made advances upon buildings. This has occurred chiefly 
in places where there has been an increasing population. 
A few years ago a joint-stock bank in a town of fashionable 
resort, advanced large sums to builders upon the security 
of the houses they were erecting. The houses did not 
let — ^they could not be sold for anything like the cost price 
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— ^the builders were ruined — and the loss fell upon the 
bank. The bank had recourse to the expedient of re- 
discounting the builders' bills; but after a while it was 
compelled to stop payment. In agricultural districts, 
banks have sometimes made considerable advances to 
fEmners and graziers. Indeed, it is almost a universal 
practice to do so at some seasons of the year. These 
advances are not individually of large amount, and are 
not usually attended with much loss — ^not with anything 
like the losses incurred by advances on collieries, mills, and 
houses. But it is a lock-up of capital until the year comes 
round. And when the system has been carried to too 
great an extent, the bank has become embarrassed through 
the want of funds. 

III. Some banks have lost large amounts, through 
advances made by way of loan or discoimts to men engaged 
in speculative undertakings. 

Two of the banks that stopped at Newcastle-upon-Tyne 
sustained great losses through advances to corn-merchants. 
Speculations in com are usually carried on more by bills 
than by loan. A merchant buys a quantity of com, and 
places it in the hands of a factor, and draws biUs for some- 
thing under the market-value, leaving the factor a margin 
to guard against loss. He gets these bills discounted, buys 
more com, which he also places in the hands of his factor, 
and then draws fresh bills. This second batch of bills he 
also gets discounted, and buys more com; and thus he 
goes on in the same course. Now if he thinks the market 
will rise (as all speculators do), he will not allow his 
&ctor to sell the com ; but when the first bills fe.ll due he 
will renew them, and with the produce of the new bills, 
when discounted, he will pay the old ones. It is thus that 
a large speculation may be carried on with a small amount 
of capital (and that may be borrowed from the bank), and 
all the speculation is kept afloat by bills. These bills are 
always for large amounts, and when the parties fail the 
losses are usually heavy. The failures in the corn-trade in 
1847 fell heavily on the banking and monied interests. 
It was the stoppage of Messrs. Ledey, Alexander & Co. the 
corn-factors, that caused the stoppage of Messrs. Sanderson 
& Co. the bill-brokers. 
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Wool is another "heavy article," as it is called; that is, 
it costs a great deal of money, and the bills are usually for 
large amounts. Occasionally there is much speculation in 
this article. A joint-stock bank that fiiiled in Yorkshire, 
is said to have lost large sums by persons engaged in this 
trade. 

Builders are generally a speculative class. Banks that 
advance money to parties engaged in this trade have 
usually to take possession of the buildings. We have 
already noticed an instance of this in the conduct of a 
joint-stock bank. 

People who speculate in railway and other companies 
are dangerous customers to a bank. A joint-stock bank 
that failed at Leeds is said to have lost considerably by 
advances to share-brokers and others, upon the security 
of their shares. 

It may be remarked, that it is generally bad policy in 
a bank to make a very large permanent advance to any 
one customer. The word " large " is a relative term, and 
must be understood with reference to the extent of busi- 
ness that the customer is carrying on, and to the means 
of the bank. It is not the business of bankers to supply 
their customers with capital to carry on their trade. But 
it is their business to make temporary advances, and these 
advances may sometimes be large. In such cases, the 
banker should have a kind of security, that shall not only 
secure the debt, but shall prevent its becoming permanefit. 
Almost every bank that has failed can point to some one, 
two, or three large accoimts to which it mainly ascribes its 
failure. The temporary stoppage of the Royal Bank of 
Liverpool is attributed to an advance of this sort. 

But the worst form of illegitimate advance is that which 
is made by a bank to one of its own directors. Some 
of the banks at Manchester sinned grievously in this 
respect. 

A bank that is known to act imprudently in making 
large advances will occasion a suspicion that its smaller 
advances are made with, at least, equal imprudence. A 
latge number of Jmprudent small transactions may be as 
fatal to a bank as a smaller number of a larger amount. 
A sum which appears small as a loan, will appear large as 
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a loss. A manager who accustoms himself to examine all 
the circumstances connected with the small bills he dis- 
counts, will acquire a habit of investigation that will guide 
him with safety in dealing with large transactions. But 
if he get into a laxity of manner in regard to small 
amounts, he will ultimately deal less carefully with large 
sums, and be in danger of making great losses. In 
every case the rules of sound banking should be strictly 
applied. 

IV. Some banks have become involved in difficulties 
through a general want of system and discipline in con- 
ducting its afifairs. This laxity usually shows itself in 
two ways — the absence of a good system of book-keeping, 
and the want of a proper control over its branches. 

We could not adduce a more striking illustration of 
this observation than has been furnished in the history 
of the Agricultural and Commercial Bank of Ireland, as 
related before a Committee of the House of Commons 
in the year 1837. The following are extracts fix)m this 
evidence. The books at the head office had not been 
posted for four months. There were no stock books, 
showing the amount each shareholder had paid on his 
share. There were no books showing the amount of the 
circulation. An auditor states : " They showed us no 
general account — their books were in a perfect chaos." 
They had no account at the head office by which they 
could check any transaction at the branches. Bills were 
sent away to be re-discounted without any entry of them 
being made in the bank-books. At the branches there 
was no regular system of accounts. At no one branch was 
there a system of accounts that formed an adequate check 
upon the amount of notes in circulation ; " and from one 
branch we were told that returns had not been made to 
the head office for fourteen months, and from another for 
six weeks, and there was no question about it from the 
head office." * 

We will not intimate that anything like this has ever 
existed in a joint-stock bank in England. We never 

* It is to be feared that some of the English country banks are too neglectftil 
in regard to book-keeping. See the case of the Honiton Bank, in Burgess's 
Circular to Bankers, February 2d, 1849. See also the case of the Marylebone 
Bank. Bankers' Ma^Asiney 1844. 
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beard that any one has had any difficulty in making out 
a statement of its affairs. With some banks, however, 
there has been a laxity in regard to the government of 
their branches. The system of inspection was not well 
imderstood — ^the returns from the branch, were not so 
ample as they should have been — ^and the orders of the 
head office were not rigorously enforced. We could 
mention the names of several &llen banks that lost very 
considerably by their branches. In some cases the banks 
had opened branches in towns that required an amount of 
capital disproportionate to the means of the bank, and 
their administration had been entrusted to parties who 
had neither banking nor local knowledge. 

A good system of book-keeping cannot be too highly 
valued. Its object is not merely to secure accuracy of 
accounts between the bank and its customers. A farther 
object is to classify and arrange all the transactions in such 
a way as easily to produce a weekly balance-sheet, showing 
the actual condition of the bank. Nor must it be supposed 
that such abstracts or balance-sheets are intended merely 
for the use of the directors. They are of the utmost use 
to the manager, and should be the subject of his constant 
study. A manager who, day after day, attends only to 
individual transactions, and that, too, possibly in a state of 
mental excitement, may involve his bank in difficulty, even 
though each transaction may, upon its own ground, be 
perfectly justifiable, unless he attends to those summaries 
and classifications of his transactions which are presented 
in the weekly balance-sheet. He will there see on one 
side the means of the bank, and on the other the way 
in which his funds are employed. He will notice if hw 
loans, or overdrawn accounts, or past-due bills, are unduly 
increased. If a good system of book-keeping does not 
prevent a manager from going wrong, it will prevent his 
going 'wrong without knowing it. If he act unwisely, his 
balance-sheet will stare him in the face and remind him 
of his &ults. 

It is a great defect not to take an accurate estimate of 
the losses every half year before striking the balance of 
profit and loss. It is clear, that common sense and 
common honesty reqidre that the loss should be taken 
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into aecount as well as the profit. Yet some of the banks 
that fikiled went on, year after year, exhibiting a balance- 
sheet to their shareholders showing a respectable profit, 
which enabled the directors to declare a fair dividend, and 
to make an addition to the reserved fund. While the 
annual balance-sheets thus showed a steady increase of 
profit, the bad debts had actually eaten up the whole of 
the capitaL 

Another defect is, not to have an account in the general 
ledger showing the amount of bills re-issued or re-dis- 
counted. The amount of these bills not due should appear 
on both sides of the account — on one side as a liability, and 
on the other as an asset. For want of doing so, some banks 
ha.Ye not been able to ascertain easily what amount of 
bills they have under re-discount. But it is important to 
know this. For it may be expected that, during a seajson 
of pressure, no small portion of these bills will be returned 
iinpaid, and the bank must find funds to take up its 
indorsements. If they fail to do this, it amounts to a 
stoppage of payment. In fact, the amount of such bills 
suddenly returned has in some cases been the immediaU 
eause of a bank stopping payment 

We have no horror of numerous branches. When we 
see that in Scotland the largest and most prosperous 
banks have each a large number of branches, we are led 
to believe that branches are not attended with any dan- 
gers which cannot be overcome by wise administration. 
At the same time, we are ready to admit that numerous 
branches require a peculiar mode of government, and 
a rigid system of discipline. The chief officer of such a 
bank should be a good banker, and something more. He 
must be a good administrator ; that is, skilled in the admi- 
nistrative department of good government. 

In the first place, each branch must have a good 
system of book-keeping, and the system must be uniform 
at every branch. Secondly, Care should be taken to 
appoint efficient officers. Thirdly, A code of laws should 
be drawn up, and the branch manager should be distinctly 
informed as to the extent to which he may exercise his 
discretion, and what cases must be referred for the 
consideration of the directors. Fourthly, Weekly returns 
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must be made to the head office of all the transactions, 
and a half-yearly balance-sheet attended with full supple- 
mentary details. Fifthly, Special reports should be occa- 
sionally required, as specijJ circumstances may occur, 
either with reference to the branches generally, or with 
reference to a branch individually. Sixthly, An inspector 
should be appointed for the purpose of visiting the 
branches. His duties will be to explain the instruc- 
tions of the directors, and to see that they are properly 
observed — ^to maintain a uniform system of transacting 
business at all the branches — to instruct the officers of 
the branch in their duties when necessary, and to com- 
municate the knowledge he has acquired in visiting the 
other branches — ^to answer any difficult or knotty ques- 
tions that may be proposed to him by the manager, and 
to consult with the manager as to the best means of pro- 
moting the interests of the branch — to observe the talents 
and capabilities of the several officers, and to recommend 
for promotion any who seem to have qualities that might 
be usefully employed in a higher department in the bank.* 
In large banks there are usually several inspectors. 

Branches should always be kept in strict subordination 
to the head office. Prompt obedience to orders is a duty 
that must be rigidly enforced. The chairman of the 
Northern and Central Bank stated to the Parliamentary 
Committee, that at some of the branches where the 
heaviest losses had occurred, the managers had not obeyed 
the orders they had received from the directors. Similar 
accusations were made against some of the branch mana- 
gers of the Commercial Bank of England. It is quite 
impossible for any bank to be well administered as a 
whole, if every branch is allowed to exercise an inde- 
pendent authority. Upon this ground, some parties object 
altogether to the appointment of local directors at the 
branches. A local board, consisting of the branch directors 
and the manager, are more likely than the manager aloue 
to assume independent authority — to postpone carrying 
out the directions they may receive from head-quarters — 
and to take upon themselves the responsibility of acting 

* We shall hereafter notice in detail the mode of conducting business in the 
Provincial Bank of IreUmd, as an illustration of the above remarks. 
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somewhat at variance with the strict letter of their in- 
structions. And although local directors may sometimes 
be useful in extending the connexions of the bank, or in 
aiding the managers with information or advice, yet, for 
the above or other reasons, they are now in England but 
very seldom appointed. The branch is under the sole care 
of a manager. The general manager of the bank is not 
merely the manager of the head office, but has authority 
also over all the branches. Whenever necessary or ex- 
pedient, he issues circular letters of instruction to the 
branch managen^ and these instructions the branch 
managers are expected to obey. 

y. Some banks have been unfortunate in consequence 
of having made no provision to meet contingencies. 

This class of banks has not fallen into any of the practices 
that we have enumerated. They have not, on the whole, 
been badly managed, but they have traded to the full 
amount of their means, and have kept no reserve, either in 
Government stock, exchequer bills, or bills of exchange, to 
meet those contingencies to which all banks are liable. 
One bank of this class had, during the railway speculation, 
received from some of these companies a large amount of 
deposits. A portion of these deposits was lodged, as its 
agent, with another bank. That bank stopped. This bank 
was, consequently, unable to pay back the deposits to the 
railway companies. From this circumstance, and the 
known connexion between the two banks having damaged 
its credit, it was compelled also to stop payment. Another 
bank had but a small capital, but for a number of yeai*s it 
was exceedingly well managed. In 1847 it had discounted, 
and again re-discounted, a large amount of bills on a first- 
rate London house that failed. The London house after- 
wards paid 208, in the pound. But the directors concluded 
from this circumstance, that a bank with a small capital 
was not in a condition to bear a large loss, and they resolved 
to wind up the concern. After sustaining the losses and 
expenses of winding up, (and in such a case some losses 
necessarily occur,) the bank realized nearly the whole of 
its paid-up capital We doubt not that some of the other 
banks that have wound up their afiairs have done so from 
causes similar to those we have described. 
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We consider that this head of oar inquiry is not leas 
instructive than the four by which it was preceded. They 
will teach us the vices we ought to avoid — this will teach 
us the virtues we ought to cultivate. The lessons we here 
gather are, that we ought not only to avoid all mismanage- 
ment, but we ought also to provide for those contingencies 
to which, even with good management, we are exposed. 
We ought to raise our capital in proportion to our busi- 
ness, or else keep down our business to a level with our 
capital — ^we ought to have a surplus fund adequate to 
meet any unforeseen loss— we ought tb have a reserve of 
convertible securities ready to meet contingent evils ; and, 
finally, we ought always to keep our bank in such a con- 
dition that, even if not successful, we shall still be in a 
condition to wind up our affairs without inconvenience to 
the public. 

VI. We may observe, that these erroneous principles of 
administration have sometimes been the result of a defect 
in the constitution of the bank-— of the appointment of 
incompetent persons — or of an unwise distribution of the 
administrative functions. 

Joint-stock banking did not grow up gradually in Eng- 
land as in Scotland. On the introduction of this system 
into England, the directors were necessarily unacquainted 
^ with the practical operations of banking.* For all the 
practice and experience were confined to the private 
bankers, whom the new system was intended to subvert. 
In some places there was a prejudice against directors who 
were in business. Hence oflBicers in the army, barristers, 
solicitors, medical men, retired tradesmen, and country 
gentlemen, were considered as the most eligible directors. 
These boards of directors, all of whom were unacquainted 
with banking, and some of whom were destitute of business 
habits, had to encounter difficulties which would have tried 
the most experienced bankers. 

The want of experience in a board of directors did not, 

* The chairman of the Northern and Central Bank gave the following answert 
to a Committee of the House of Commons :— 

" Is there any one of your coUei^es iu the direction of the bank that had 
previous experience In banking business?— I do not think there was one. 

" Had the directors of the Joint-stock banks about you many of them had pre- 
vious banking experience? — I do not recollect one,*'— Committee on Joint-Stock 
BanfUt 1837. 
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howeyer, produce any dangerous consequences when they 
appointed an efficient manager. He prudently advised 
and instructed them. They gradually increased their 
knowledge, adopted his principles, and were guided by his 
counsels. By their daily intercourse with him, by their 
own reflections, by the direction given to their thoughts, 
and by the experience they acquired, they became in a few 
years as conversant with their duties as the manager 
himself. We believe this was almost uniformly the case 
with those joint-stock banks that were formed within five 
or six years after they were allowed to be established in 
England. As a proof that such was the case, it may be 
stated that the greater portion of the banks formed during 
that period have, at the present moment, the same managers 
they had at their commencement. 

But, after joint-stock banks were started as matters of 
speculation, they increased more rapidly than efficient 
managers could be found. The new banks naturally 
enough looked to Scotland. But the Scotch banks had 
the sagacity to raise the salaries of their principal officers, 
to prevent their emigration to England. In some cases, 
those Scotchmen who were appointed managers of English 
banks, had never held office in a bank before, or else it 
was an office so inferior that all they knew about banking 
was merely the routine of the office. Wherever efficient 
managers were appointed, whether English or Scotch, the 
same effects were produced, as in the former cases. The 
inexperienced directors acquired the knowledge and expe- 
rience necessary to the discharge of their duties, and the 
banks prospered. But sometimes the case was reversed. 
The manager was inefficient, and the directors inexpe- 
rienced, and then the effects were disastrous. 

In some cases the manager laboured under an incon- 
venience from being taken from a lower social position. 
Not a few of the managers were previously bankers' clerks ; 
and the appointment to the office of bank manager did 
not, in England (as it does in Scotland and in Ireland), 
r^se him to the same social position as a banker. This was 
injurious to the bank in several ways. It lessened his in- 
fluence with his directors. From the days of Solomon to 
the present time, the degree of deference paid to even good 
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advice has depended upon the social rank of the party who 
offered it: "Wisdom is better than strength; nevertheless 
the poor man's wisdom is despised, and his words are not 
heard."* The public, too, had been so long accustomed to 
private banking, that, seeing the manager paid by a salary, 
they could not bring their minds to view him as iM banker, 
but considered him as holding an office analogous to that 
of chief clerk in a private bank. It may be feared, that in 
some banks the directors took the same view, and thought 
that the influence and the salaries of the two offices ought 
to correspond. These impressions have now passed away. 

In some cases the manager was superseded in his funo* 
tions by the appointment of managing directors. The 
manager was a man of banking knowledge and experience, 
but he had placed over him a couple of managing directors, 
who had neither knowledge nor experience. Consequently, 
his voice was never heard in the board-room, and, with the 
name of manager, he acted only in the capacity of a chief 
clerk. The manager was thus deprived of the opportunity 
of discharging the most important of his Unctions — that 
of giving advice to the directors — and was required to 
confine his attention to the more easy duty of obedience. 

In other cases the managing directors and the manager 
formed a secret committee, who alone were acquainted 
with the actual condition of the bank. The directors of 
the Bauk of Manchester stated, in their first report, that 
" two of their body, who are out of business, alone have 
access to the accounts, and are authorized to advise with 
the manager, when requisite, on the current transactions 
of the bank. At the same time, each of the other directors 
engaged, individually, to refrain entirely from inspecting 
any of the customers' bills or accounts; thus combining all 
the secrecy of a private bank with the advantages of a 
public institution." The Bank of Manchester had at that 
time the largest paid-up capital of any joint-stock bank 
in England. Three of its directors were examined before 
the Bank Charter Committee, in the year 1832. They 
presented to the Committee a list of twenty-three joint- 
stock banks then formed, and strongly urged that mea- 
sures should be adopted to require from them an adequate 

* Eecles. yiiL 16. 
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amount of paid-up capital. It is somewhat remarkable 
that) out of these twenty-three banks, the onlj one that 
has stopped payment is the Bank of Manchester. Another 
has ceased to exist, but it was by a transfer of its business. 

In some cases a bank has been ruined by its manager ; 
in others, by the manager and the managing directors 
conjointly ; in others, by the managing directors without 
the manager; and in others, by one, two, or three directors, 
who, though not formally appointed managing directors, 
have, by their influence with the board, virtually monopo- 
lized that office, and discharged its functions. It may be 
questioned whether any case has occurred in England of a 
bank being ruined by the acts of its whole board, where 
aU the directors were honest and intelligent men, and each 
was accustomed to think and judge for him8el£ 

VII. We may observe, that sometimes joint-stock banks 
have been led into erroneous principles of administration 
by the proceedings of the proprietors. 

The constitution of joint-stock banks appears theore- 
tically absurd. The manager — the banker — who is pre- 
sumed to have some knowledge and experience in banking, 
is placed imder the command of a board of directors, whose 
knowledge and experience are supposed to be inferior to 
his own. These directors are again placed under the con- 
trol and instruction of a body of proprietors, whose know- 
ledge of banking is much less than that of the directors. 
Practically, however, the system works well. But when 
an attempt is made to qarry out the theory, the effects are 
injurious; and some joint-stock banks have fallen into 
danger through the operations being too much regulated 
by the proceedings of the proprietors. 

Sometimes the directors have been influenced by the 
applauses of the shareholders. 

It is natural to all shareholders to wish for large divi- 
dends upon the capital they have invested. Hence they 
applaud most loudly those directors who contrive to de- 
cide the highest dividends, to make the largest bonuses, 
to keep up the shares at the highest premiums in the 
market, and then to distribute more shares at par. The 
directors, knowing these to be the feelings of the share- 
holders, very naturally attempt to gratify them. But those 
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transactions that yield a large immediate profit are either 
attended with a risk of loss, or a lock-up of capital. But 
the profit is immediate, the danger is remote. With the 
applauses of the shareholders ringing in their ears, the 
directors become too giddy for reflection, and recklessly 
engage in a course of action that ends in ruin. ,This evil 
is increased when there are two joint-stock-banks of about 
equal strength in the same place. The spirit of rivalry is 
natural to man. The competition between the two boards 
of directors is not which bank shall be governed with the 
greatest prudence, and with the strictest regard to sound 
banking principles ; but which shall produce the most 
glowing reports — which shall declare the largest dividends 
— and which shall keep up its shares at the highest price 
in the market. A strong competition is carried on, which 
ends in the destruction of one or both of the rival banks. 
Such feelings are said to have prevailed at Manchester ; 
and at that place several boards of directors were presented 
with services of plate, by their respective shareholders, 
within a short time of the stoppage of their banks. 

Sometimes directors are induced to act unwisely firom 
the censures of their shareholders. 

Every one who knows anjrthing of banking must know 
that it cannot be carried on without occasional losses. A 
bank that is so conducted as never to make a loss, will 
seldom make much profit. And sometimes these losses 
will be so great as to absorb a large portion of the profits 
of the year. The object of having a surplus fund is to 
provide for these contiDgencies, so that the usual dividend 
may be maintained. But when an occasion arises for 
making use of a portion of this fund, there is often what is 
called '* a stormy meeting," and the shareholders walk away 
sulky and dissatisfied. This produces a bad effect on the 
minds of the directors. It is a great mistake to suppose 
that boards of directors are indifferent to the applauses or 
censures of their shareholders. As a general rule, the fact 
is lamentably the reverse. In some cases they have had so 
much dread of "the general meeting" that they could 
not muster courage enough to make honest reports. Had 
they done so in the first instance^ their banks might have 
been saved from destruction. 
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Sometimes directors are in danger of being led astray by 
the admonitions and instructions of their shareholders. 

A very prudent class of proprietors exhort the directors 
to practise the strictest economy. When rightly under- 
stood, this exhortation is worthy of the rounds of applause 
with .which it is usually attended. But it is liable to be 
misunderstood In banking, as in housewifery, the lowest 
priced article is not always the cheapest. The largest 
portion of the expenditure of a bank consists of salaries. 
Hence an exhortation to economy amounts to — **Keep 
down the salaries of your officers ;" * and as the manager 

* We betieve that if the suggestion were made in these terms, it would receive 
no support from any body of shareholders. Were it customary to announce to 
the proprietors the advances made in the salaries of the managers, we think the 
announcement would be received with the same feelings as were manifested in 
the following instance. At the eleventh annual meeting of the proprietors of the 
LiTerpool Union Bank, held on the 5th of February, 1846, " the chairman in- 
fonned the meeting that, appreciating highly the services of the manager, and 
the prosperity of the bank fully justifying them in doing so, the directors had 
raised his salary to 1,500<. a-year; at which the proprietors present expressed 
their hearty concurrence. And it was recommended to the directors, by the 
proprietors present, still farther to augment the manager's salary, with the 
increasing business and prosperity of the bank." The salary of this manager 
was subsequently raised to 2,000/., and at the meeting held in February, 1854, 
the directors reported farther that, " According to the instructions at the last 
annual meeting, the directors took into consideration the valuable services 
of Mr. Lister, and came to the unanimous resolution of increasing his salary from 
2,000/. to 2,500/. a-year." 

At a meeting of the Birmingham Banking Company, held in February, 1854, 
the shareholders resolved "that the sum of 500/. be now presented to Mr. 
Beaumont, Arom the funds of the bank, as a testimonial eminently due to him 
from the proprietors, for his past services." 

The following is an extract from the sixth report of the London Joint-stock 
Bank : — 

** The manager, Mr. Pollard, having claimed for his nominees the 1,000 shares 
at par to which they were entitled by his agreement when originally engaged, the 
same have been issued to them, which increases the number of paid-up shares, 
entitled to participate in the present dividend, to 32,080." At the time these 
shares were claimed, they were selling in the market at 3/. premium. 

The following is an extract from the report of the Union Bank of London, 
delivered to the shareholders, I2th July, 1854: — 

'* The appropriation of the Reserved Shares will leave 794 undisposed of, and 
aiffords an opportunity which the directors have long desired, of expressing in 
some substantial manner that entire and cordial approbation which the proprietors 
have so ft-equently recorded of the eminent services of Mr. W. W. Scrimgeour, 
the General Manager, as well as of other valuable officers of the Company. 

"It would be an agreeable duty to the directors to enlarge upon the manner in 
which Mr. Scrimgeour has discharged his arduous and most responsible duties, 
but the present position of the bank best attests his unwearied zeal and tried 
ability, which have so materially contributed to that result ; and the directors feel 
assured of the hearty concurrence of the proprietors in the proposition to appro- 
priate the residuary shares at par to Mr. Scrimgeour, as well as to Mr. Barton, 
the Assistant Manager, Mr. Clack, the Manager of the Regent Street Branch, 
Mr. Wight, the Manager of the Charing Cross Branch, and Mr. Walter Laurie, 
the Secretary, who have each, in their several departments, well entitled them- 
selves to the respect and confidence of the proprietors." 

The shares of the Union Bank were sold in the market immediately after this 
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has the largest salary, he will most likely be the heaviest 
sufferer. 

A more mischievous recommendation, when thus under- 
stood, can hardly be conceived. Next to having a dis- 
honest manager, the greatest evil is to have one that is 
badly paid. If he is known to be poor, his advice will 
have less weight in the board-room ; the directors indivi- 
dually will treat him with less respect ; his wealthy cus- 
tomers will not disclose to him their private affairs ; the 
needy class, when refused discount, will insult him by 
threatening to complain to the directors, and his inferior 
officers will be less prompt in their obedience. But worse 
than all this will be the effect produced upon his own 
mind. He will not be, and he cannot be, so efficient a 
manager when badly paid, as he would be if he received a 
liberal remuneration. It is the besetting sin of men of 
business, that they never pay attention to mind, though 
among no class are mentsd phenomena more strikingly 
exhibited. The amount of his salary is the only tangible 
means by which a manager can judge how far his character 
and his services are appreciated. It is not the money 
alone, but the feelings, of which the money is an indica- 
tion, that produces an effect on the mind. It is a law of 
our nature, that the kindness, liberality, and generosity 
of others will produce corresponding feelings in ourselves. 
And it is another law of our nature, that when the mind 
is under the influence of such feelings, it is capable of 
intellectual efforts of a higher order. But we forget ; — 
we were writing about pounds, shillings, and pence, and 
our pen has darted off into philosophy. We will now 
return. 

Sometimes the shareholders fly at higher game, and 
canvass the salaries of the directors. Such discussions 
are always unpleasant, as they are carried on in the pre- 
sence of the parties interested. Among all the charges 
brought against the directors and managers of banks that 

leport, at ISS premium ex-dividend. At this price the profit on the above 794 
shares would be 10,818/. 5s., the sum to be distributed to the General Manager 
and the other principal officers of the bank. 

At the General Meeting of the shareholders of the London and Westminster 
Bank, held in July 1855, the chairman announced that Mr. Vile, who had been 
above twenty years the Manager of their Westminster Branch, had now retired 
upon a pension of 1,000/. a-year. 
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liaye foiled, we baye neyer met with the accusation that 
they received excessive salaries. We are tempted to foncy 
that, had their salaries been higher, the banks might not 
have failed. As far as salary is concerned, they certainly 
would have had a greater interest in preventing the foilure. 
In some banks, however, directors have paid themselves 
for their services in ways for more costly to the bank. 
Take the follpwing instance : — 

"The qualification for directors of the Northern and Central 
Bank was 100 shares. It was, however, ascertained that each of 
the original directors took 1,000 shares, and that besides these, 
other snares were, at later dates, distributed among the directors 
and their near connexions. Instead of paying the calls to the 
bank, the directors and their nominees were severally debited 
with the amount iu a private ledger, locked up, and the kev depo- 
sited with the chief accountant. In addition to this, each airector 
had a current account ^ith the bank, and many of them had over- 
drawn their accounts to a very large amount. Nor was this all, 
for it further appeared that many of them were also indebted in 
large sums of money on notes of hand, which being placed to the 
account of securities, did not appear in the books as a debit against 
the directors. Upon combining these several items of debt, it 
was ascertained that there was no less than 290,000/. due by the 
directors, and that there was near 14,000/. due by the managers 
and clerks." * 

It is not creditable to any bank to receive the services 
of its directors as a matter of charity. Nor is it wise. A 
director who is paid for his services may justly be called 
to account for neglect of duty. In this case, too, he cannot 
expect payment in any other way. In his transactions 
with the bank he is then on the same footing as any other 
customer. It has been said, that the directors are such 
honourable men that they will attend to their duty as 
strictly if badly paid as if liberally paid. If so they ought 
to be liberally paid, as it is very desirable that such 
honourable men should be most closely attached to the 
bank. But we doubt the fact. In matters of almsgiving, 
men will give only what they can conveniently spare. If 
a director is to give his time for nothing, he will give only 
that portion of his time which he cannot more profitably 
or more agreeably employ elsewhere. In matters of busi- 

* Committee on Joint-stock Banks, 1837. 
VOL. I. K 
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ness, men will apportion their services according to the 
return they receive for them. There is no way of securing 
constant punctuality of attendance on the part of direc- 
tors, but by paying them liberally for that attendance. 
In some cases where payment has not been giyen, or 
given only to the managing directors, it is said that the 
government of the bank has fallen into the hands of a few 
persons, whose punctuality of attendance has been almost 
their only banking virtue. But the main advantage of 
liberal payment is its effect upon the minds of the direc- 
tors. Every honourable man will attend to his duty with 
alacrity and energy, and will even make extra exertions 
for the benefit of the bank, when he finds that' his ser- 
vices are handsomely and liberally appreciated. 

We need hardly say, that the fisiults we have pointed out 
in the administration or constitution of joint- stock banks 
are by no means inherent in the system. They are acci- 
dental circumstances, arising from its establishment in a 
new country, by parties who had no previous opportunity 
of understanding its principles. The system is no longer 
new — its principles are now well understood — and it may 
reasonably be expected that the calamities of the past will 
never recur. 



SECTION XI. 

THE ADMINISTRATION OF THE OFFICE. 

In this Section we shall consider the following topics : — 

I. The Arrangement of the Office. 
II. The Selection and Appointment of the Clerks. 

III. The proper Distribution of their Duties. 

IV. The Amount of their Salaries. 
V. The System of Promotion. 

VI. The Rules of Discipline. 
VII. The Training of Clerks for higher Offices. 

I. The Arrangement of the Office. 

The propet situation of a bank is a matter of some im- 
portance. It should be situated in what is deemed the 
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most respectable part of the town. If it be placed in an 
inferior locality, approachable only by narrow and dis- 
agreeable streets, and surrounded by buildings the seats 
of smoky and dirty trades, it is not likely to be so much 
frequented, nor to acquire so large a business, as though 
it were more pleasantly situated. Another point to be 
observed is, that the bank itself should be a handsome 
building. The necessary expenditure for this purpose is 
no sin against economy. It is an outlay of capital to be 
repaid by the profits of the business that will thus be 
acquired. A portion of the building will probably be set 
apart for the private residence of the manager, or of some 
other officer of the establishment. It is desirable that 
this portion should be entirely separated from the office. 
The compaunication should be only by a single door, of 
which the manager should keep the key. The building 
should be so constructed that what is going on in the 
private house, whether in the kitchen, or the nursery, or 
the drawing-room, should not be heard in the bank. The 
office being thus isolated, must then be fitted up in the 
way that will most effectually promote the end in view. 
And here are three points to be considered, — space, light, 
and ventilation. 

A chief consideration is space, A banker should take 
care -that his clerks have room enough to do their work 
comfortably. Every accountant knows that he can often 
work faster if he can have two or more books open at the 
same time; but if* his spstce is so confined that he must 
shut up one book, and put it away, before he can use 
another, he will get on more slowly. The cashiers, too, 
will be much impeded if they are obliged to stand too 
close to each other; and the public will be huddled 
together, and will often count incorrectly the money 
given to them, and thus take up the cashiers' time to put 
them right. Want of space will necessarily occasion errors, 
from the confusion it produces, and from one clerk being 
liable to interruption from the noise or vicinity of the 
others. A banker should therefore take care that his office 
is large enough for his business ; and that it will admit of 
being enlarged in cage his business should increase. Ample 
space is also conducive to the health of the clerks, as there 

E 2 
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will be more air to breathe, and the atmosphere is less likely 
to become polluted by the burning of lamps and candles. 

Another consideration is light. It is well known in 
every London bank, that fewer mistakes are made by 
the clerks in summer than in winter. Abundance of light 
prevents mistakes, and saves all the time that would be 
employed in the discovery of errors. Light is also of 
great importance to the cashiers in detecting forged signa- 
tures and bad or counterfeit money. Thieves are also less 
likely to attempt their robberies in a light office than in 
a dark one. Faint or illegible handwriting can be more 
easily read, and hence mistakes are less likely to occur. 
The clerks, too, perform their duties with more quickness 
and cheerfulness. The gloominess of an office throws 
a gloom over the mind ; but " light is sweet, and a pleasant 
thing it is for the eyes to behold the sun." 

The lightest part of the office should be devoted to the 
clerks. We have observed sometimes a violation of this 
principle. The entrance door has been placed in the 
middle of the front, with a window on each side, and the 
counter thrown across the voom, so that the lightest part 
of the office has been given to the public. It is better that 
the entrance be placed at the right or the left comer, and 
the counter be made to run from the window to the oppo- 
site wall. The light will thus fall lengthways on the 
counter, and the space behind the counter will be occupied 
by the clerks. 

Ventilation, — Volumes have been written by medical men 
upon the advantages of fresh air, and on the unwholesome 
atmosphere of crowded cities. If the air that circulates in 
the streets of towns and cities is impure, what must be 
the state of those offices or rooms where twenty or thirty 
persons are breathing close together during the whole of 
the day, and gas lights are burning during the evening.- 
In such cases we are told that a person afflicted with con- 
sumption of the lungs may communicate the complaint to 
others, as they must inhale a portion of the atmosphere 
which he has breathed out. The air in a close office is not 
only rendered impure by the number of people that breathe 
it, and by the burning of gaSj but it also contains very 
frequently particles of dust arising from the floor, through 
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the uumber of people constantly walking in and out. 
It is almost impossible for persons so circumstanced to 
enjoy for a length of time even moderate health. A portion 
of this eyil may be mitigated by a good system of yentila- 
tion. To obtain this should be regarded as an object of 
the first importance. If a banker does not insist upon the 
architect' performing this in the most effectual manner, he 
must be content to be often put to inconvenience through 
the illness and consequent absence of his clerks. 

Having made due provision for space, light, and ven* 
tilation, it will now become necessary to arrange the 
counter, desks, and other furniture, so as to enable any 
given number of clerks to discharge their duties with the 
greatest efficiency, and so as best to promote the public 
convenience. It is not necessary, or possible, to give very 
minute instructions on this head, as much will depend 
upon the form of the building, the extent of the business, 
and other circumstances. We will notice only a few 
general objects to be kept in view. 

It is desirable at all times to make those arrangementa 
that shall best promote the convenience of the public. 

The counter should be readily accessible, and of suffi- 
cient length to meet the requirements of the business ; 
and the cashiers' desks sufficiently wide apart for the 
public to be promptly served, and to stand without jost- 
ling one another. Some banks have two counters, one 
for paying, and the other for receiving. At other banks 
the cashier does not enter the credits, but merely agrees 
the amount with the customer, and then passes them to a 
clerk, who enters them in the Waste Book. In the same 
way, when a cheque is presented for payment, he gives it 
to a clerk behind him, who enters it, and hands the notes 
to the cashier, who pays out the gold and silver. When 
the business is large, extra or supernumerary cashiers 
are appointed, who take the place of the regular cashiers 
when they are absent at dinner or otherwise, so that 
during the whole of the day all the cashiers' desks are 
occupied. To relieve the counter, the payment of bills 
that have been presented in the morning and not paid, is 
usually received at a separate desk or office. All these 
are expedients that should be adopted when necessary^ to 
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save the time of the public. There are few things that 
try a man's temper more than to be kept waiting a long 
time at a banker's counter; and he will be very apt to 
give vent to his impatience by quarrelling with the clerks, 
or reproaching the establishment. 

Another object is, to place near together those clerks 
whose duties will require them to have frequent commu- 
nication with each other. If this rule be not observed, 
the clerks will lose much time in the course of the day in 
passing from one part of the office to the other; and the 
work will not be so expeditiously performed. It is espe- 
cially desirable that the ledger keepers should be placed 
dose behind the cashiers ; so that if a doubtful cheque be 
presented for payment, the cashier may be able to show it 
to the ledger keeper, and be informed if he may pay it, 
without being observed by the party presenting it. 

Another point is, to place the desk of the chief or head 
clerk in such a position that he can see all over the office. 
" A master's eye will do more work than both his hands." 
In this case, if the counter is crowded, the chief clerk will 
perceive it, and appoint additional clerks to assist the 
cashiers. If disputes take place between the clerks, or 
between the cashiers and the public, he will come forward 
and settle the matter before the dispute is carried to high 
words. He will observe, too, the customers who come 
frequently to the counter, and from their ti'ansactions he 
will often draw conclusions respecting their circumstances 
which will be serviceable to the bank. It is generally 
best that many of the clerks should be so placed as to 
look towards the counter. It has been said that this 
draws off their attention from their work ; but we do not 
think this is generally the case, although it may occasion- 
ally relieve the* irksomeness of their duties. A dishonest 
person standing at the counter, and watching an opportu- 
nity of committing a robbery when the cashier is engaged, 
will be more likely to abstain from making the attempt 
when the eyes of other clerks have a command of the 
counter. This arrangement will depend in some measure 
on the direction of the light. The clerks should not have 
their faces or their backs towards the window, but the 
light should lall on them sideways. These matters may 
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appear trifling, but thej will not be deemed unimportant 
to those who are entrusted with the practical administra* 
tion of an office. It is only by attention to minute things 
that the business of an office can be well conducted. 

II. The Selection and Appointment of Clerks. 

When a bank is first formed, they sometimes advertise 
for clerks ; but this is usually for clerks of a higher rank, 
who have had some experience in the business of banking. 
When a bank is established, it has seldom occasion for 
new clerks of this class. A vacancy in one of the higher 
departments is filled up by the next clerk in rank, and so 
on in order, and the new clerk comes in as a junio^. 
Applications for this post are usually so numerous that 
the only difficulty is in making the selection. Those 
recommended by parties known to the bank, as cugk 
tomers or shareholders, usually have the first claim. In 
gome banks the nomination of the junior clerks is regarded 
as a portion of the patronage of the directors, upon the 
imderstanding, however, that they nominate none but such 
as are properly qualified, and who shall prove their fitness 
to the satisfaction of a committee of directors. 

In making inquiries into the qualifications of appli- 
cants, it is necessary to ascertain in the first place their 
age. In London the age at which clerks are admitted 
into a bank is usually about nineteen. As their first duty 
is to collect payment of bills^ it is necessary they should 
have arrived at a sufficient degree of strength to be able 
to make some resistance were an attempt to be made to 
rob them of their bill-case; and also that they should 
have arrived at an age to be conscious of the responsibility of 
their office. In the country parts of England, and in Scot- 
land, clerks are taken at an earlier age ; but the duties are 
different fi:om those discharged by the same class in London. 

Another consideration is the class of society from 
which clerks are taken. Candidates for the office of bank 
clerks are usually the sons of the middle class of trades- 
men, or of professional men, as clergymen, officers in the 
army or navy, or persons in the service of Grovernment. 
During the last war, bankers' clerks were generally the 
sons of tradesmen, as the sous of gentlemen could usually 
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find employment under Government. But now that placed 
under the Government are not so easily obtained, members 
of what are called respectable families are found among the 
candidates for admission into the service of banks. Each 
class has some advantages. The sons of gentlemen have 
generally a better literary education, and have usually a 
more courteous address. On the other hand, they have 
no notion of business, and no business habits. They have 
been accustomed to go a-hunting and a-fishing with the 
sons of men of large property, and they look upon bank- 
ing business as a drudgery to which they submit from 
necessity, but which is much beneath the destiny to which 
they think they are entitled. On the other hand, the sons 
of tradesmen have been accustomed to notions of business 
from the ordinary conversation of their fathers' fireside ; 
they know they must get their own living; they look upon 
their admission into a bank as a lucky event, and, con- 
sequently, apply themselves to their duties with heartiness 
and cordiality. • 

Another inquiry of those who are candidates for admis- 
sion into a bank is, How they have been employed 1 Lads 
just come from school of course know nothing of the busi- 
ness of a bank, and, if taken at all, they should be taken 
upon trial for three or six months, so that their qualifica- 
tions may be discovered before they are permanently 
appointed. Those who have been two or three years in a 
merchant's counting-house are generally found to be the 
most efficient. But to have been in the office of a stock- 
broker or a solicitor, or to have studied for one of the 
learned professions, is no recommendation. Clerks from 
country banks, and especially those from the banks of 
Scotland, when introduced into London banks, are at first 
usually considered to be slow. 

It is also proper to inquire into the parentage of the 
candidate. For although honesty and dishonesty do not 
nm in the blood, yet it is probable that religious and vir- 
tuous parents have given their children a religious and 
virtuous education ; and a youth who has been accus- 
tomed to see examples of excellence at home, will be 
the most likely to exhibit those excellences in his own 
aonduct A high degree of moral principle is in itself a 
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necessary qualification in a post of trust and responsibility, 
and it is usually associated with a cultivated and improved 
state of the intellectual faculties.—" If there be in the 
character not only sense and soundness, but virtue of a 
high order, then, however little appearance there may be 
of talent, a certain portion of wisdom may be relied upon 
almost implicitly. For the correspondencies of wisdom 
and goodness are manifold, and that they will accompany 
each other may be inferred, not only because men's 
wisdom makes them good, but also because their goodness 
makes them wise. Although, therefore, simple goodness 
does not imply every sort of wisdom, it unerringly implies 
some essential conditions of wisdom ; it implies a negative 
on folly, and an exercised judgment, within such limits as 
Nature shall have prescribed to the capacity."* 

Testimonials are to be received with caution. Young 
men who come to London in search of a place, often bring 
with them a host of testimonials, which they expect wiU 
place them at the head of any list of candidates. When 
upon other grounds there is an intention of engaging the 
applicant, these. letters of recommendation may sometimes 
be read. It may be useful to observe by whom the testi- 
monials are given, and whether those persons have had 
opportunities of judging of the adaptation of the party for 
the office he seeks. It may also be noticed what qualities 
are, and more particularly what qualities are not, ascribed 
to the applicant It has been said that when a lady is 
praised for being " amiable and accomplished," it may be 
inferred that she is neither young nor handsome. So if a 
testimonial speaks highly of a young man's " industry and 
integrity," it may generally be inferred that he does not 
possess much talent. It is true that these qualities are of 
more importance than talent. But while they are more 
important, they are also more common. And if a young 
man possesses any kind of intellectual superiority, the feet 
will certainly not be omitted in his testimonial 

III. The distribution of the duties of the various clerks 
is a matter of no small importance. Experience is the only 
efficient guide in making such arrangements. We may, 

* Taylor's Statesman* 

e3 
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nevertheless, lay down a few general principles. The great 
division of the business of a bank office is into the cashiers' 
department and the accountants* department. In London 
banks there is a third — ^the tellers', or out-door depart- 
ment. In the distribution of duties, it is desirable that the* 
accountants' department should be a check upon the other 
departments. The cashiers must not have the control 
of the books, nor the accountants the care of the cash. 
The accountants' books should show what amount of cash 
is Id' the hands of the cashiers ; and it is the business of 
the cashiers to show that they have that amount of cash 
which corresponds with the accountants' book& If the 
same officer has the care of the cash and the command of 
the books, he may abstract a portion of the cash, and alter 
the books to make them correspond. It is further de- 
sirable, in large establishments, that two books which act 
as a check upon one another, should not be kept by the 
same clerk. While it is not proper to indulge a spirit of 
suspicion in regard to individuals, it is advisable that the 
duties of a bank office should be so distributed that the 
intromissions of any one clerk, either by the abstraction of 
cash or the falsification of the books, should be liable to 
immediate detection by the lentries in some book kept by 
another clerk. For the same reason, it is proper that any 
document issued to the public (such as deposit receipts, 
drafts on LondonJ &c.) should be signed by two officers, of 
whom one should belong to the cash, and the other to the 
accountants' department. There ought to be a complete 
division of labour in a bank. Every clerk should have 
fixed duties to perform, and every duty, however unim- 
portant, should be assigned to some particular clerk. If 
anything is neglected, there should be no doubt as to who 
is to blame. No one should be able to say, " It was not 
my business ; it was yours." Nor ought any duties to be 
assigned in common to two or three clerks, to be performed 
by them as each may find time. In this case, each will do 
as little as he can, and nothing will be done well. If any 
dispute arises among the clerks as to the due division of 
their labours, a reference should be made to the chief clerk, 
who will give to each man his work, and hold him respon- 
sible for its proper performance. 
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IV. The Amount of their Salaries. 

According to Adam Smith, the wages of labour are regu- 
lated by the following circumstances : — 1. The agreeable- 
ness or disagreeableness of the employments themselves. 
2. The easiness and cheapness, or the difficulty and expense 
of learning them. 3. The constancy or inconstancy of 
employment in them. 4. The small or great trust which 
must be reposed in those who exercise them. 5. The 
probability or improbability of success in them. 

Mr. Mill makes the following observations with regard 
to the salaries of clerks : — 

" A clerk from whom nothing is required but the mechanical 
labour of copying, gains more than an equivalent for his mere 
exertion if he receives the wages of a bricklayer's labourer. His 
work is not a tenth part as hard, it is quite as easy to learn, and 
his condition is less precarious, a clerk's place being generally a 
place for life. The nigher rate of his remuneration, therefore, 
must be partly ascribed to monopoly, the small degree of education 
required being not even yet so generally diffused as to call.forth 
the natural number of competitors, and partly to the remaining 
influences of an ancient custom, which requires that clerks should 
maintain the dress and appearance of a more highly paid class. 

" It is usual to pay greatly beyond the market price of their 
labour all persons in whom the employer wishes to place peculiar 
trust, or from whom he requires something besides their mere 
services. For example, most persons who can afford it pay to 
their domestic servants higher wages than would purchase in the 
market the labour of persons fully as competent to the work 
required. They do this, not from mere ostentation, but from 
reasonable motives — because they desire that those they employ 
should serve them cheerfully, an^ be anxious to remain in their 
service— because they do not like to drive a hard bargain with 
people whom they are in constant intercourse with — and because 
they dislike to have near their persons, and continually in their 
sight, people with the appearance and habits which are the usual 
accompaniments of a mean remuneration. Similar feelings operate 
in the minds of men in business with respect to their clerks.''* 

There would be considerable difficulty in applying the 
rules laid down by political economists with regard to the 
wages of labour to the case of bank clerks. A banker does 
not hire a clerk because he is the cheapest man he can get^ 
nor does he dismiss him as soon as he can get another man 

* Principles of Political Economy, by John Stuart Mill, voL I. ^^. ^\--A*\'b« 
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to do the same work at a lower price. He would not find 
it his interest to do this; for his work is of a peculiar kind. 
His clerks must have a certain degree of education and of 
manner, and be taken from a certain class in society. They 
are not allowed to engage in any other employment. They 
have to maintain a respectable appearance. They must be 
qualified not merely for the lowest post in the bank, but 
must be prepared to take higher posts should vacancies 
occur. And in every post they are entrusted with a large 
amount of property, and upon their integrity and prudence 
much reliance must at sdl times be placed. All these 
circumstances serve to show that, in fixing the amount of 
their salaries, the banker should be anxious to err (if he 
errs at all) on the side of liberality. 

He ought also to take into consideration the efiect which 
the amount of salary produces on the mind and condition 
of the party receiving it. If an advance of salary quickens 
the attention or the zeal, or strengthens the fidelity of a 
party, or induces him to cultivate those talents which add 
to his efficiency — or if it enables him to move in a higher 
class of society, and gives him a station and an influence 
which enable him to be useful to the bank — then is such 
advance of salary — though entered in the books under the 
item of expenditure — an outlay of capital which is repaid 
to the banker with interest in the effect it produces — an 
outlay that becomes probably one of the most profitable 
of his investments.* 

* We have great pleasure in transcribing the following letter from Mr. Samuel 
Jones Loyd/ It vras addressed to the chief clerk of his London bank. We abstada 
from all eulogium, as the letter will speak for itself: — 

"Dear Mr. Kirbt, — The enclosed draft for 1,000/. I request you will place 
to the credit of the ' Clerks' Christmas Fund.' At the close of the first year since 
my accession to the head of this concern, I am desirous of offering, to those 
through whose assistuice I have been enabled to bring it to a satisfactory con- 
clusion some substantial proof of my sense of their services, and of the interest 
which I feel in .all that concerns their comfort and happiness. The year now 
closing has been marked by some circumstances of an accidental and temporary 
character, which have tended to throw an unusual degree of labour and trouble 
on the clerical department of the office. Of the readiness with which this 
difficulty has been met and overcome I am very sensible, and for this, as well as 
for the uniform zeal and integrity with which the general duties of the office are 
discharged, I beg that the clerks will accept my grateful acknowledgment, and 
that you and they will believe me to be the faithful firiend of you all. 

(Signed) •' S. J. Loyd. 

"Lothhury, Dec, 24«A, 1845." 



t Now Lord Overstone. 
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*' In all banks the junior clerks have lower salaries than 
the senior clerks. In Scotland, a clerk usually serves an 
apprenticeship of three years, during which he receives but 
a small salary. This plan has been introduced into some 
of our country banks. In London it does not exist. In 
the private banks, a junior clerk usually commences with 
60^. a-year, and a portion of the Christmas money. In the 
joint-stock banks, where no Christmas money is allowed, 
the commencing salary is usually 80^. But the rules of 
advance are varioiis, and, indeed, must be so, depending as 
they do upon the prosperity of the banks, and other con- 
tingent circumstances. One bank may assign a certain 
fixed annual increase to each clerk, whether he advance in 
rank or not. In this case, his salary will be regulated 
entirely by the number of his years of service. Another 
bank may have a fixed salary for each post, and a clerk 
has no increase of salary except when he takes a step in 
rank. Another bank may adopt a scale of salaries com- 
bining the principles of the other two. For instance, every 
post in the bank may have a fixed minimum salary. But 
each clerk holding a post for a certain period (say for five 
years) has an annual advance for that period Then he 
stops, and receives no further advance until he is promoted 
to the next post, where again he becomes entitled to the 
annual advances belonging to that post. We give no 
opinion as to the respective merit of these plans. But 
there is one principle we would enforce — that the salaries 
of the clerks should be regulated by the prosperity of the 
bank. If the bank is prosperous, the clerks ought to share 
in its prosperity; and if the bank is unfortunate, the clerks 
must consent to share in its ill fortune. But, under any 
circumstances, a scale of salaries is desirable. It prevents 
caprice on the part of the bank, and jealousy on the part 
of the clerks. The amount of salary in each case should 
be fixed by rule, and not by favour. 

With reference to this subject we quote fi"om Mr. 
Taylor's work, entitled "The Statesman" — a work which 
he states to have been the result of twelve years' official 
experience : — 

'' It is often said, that in order to get efficient service good iga^ 
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must be offered. Bat this is not true, as applied to first appoint- 
ments of young men. On the contrary, it will often happen that 
the largeness of the temptation, by bringmg into activity the most 
powerful interests through which abuses of t)atronage are en- 

fendered, will lead to the appointment of a worse man than would 
ave been obtained by a smaller offer. On the other hand, though 
men of promise are to be had cheap, whilst they are young and 
their value is little known to themselves or others, they cannot, 
when this is no longer their condition, be kept for a small con* 
sideration, or at least kept contented. But a reasonable degree 
of contentment is of essential importance where the understanding 
is the workman. There is no position so strong as that of a man 
who stands upon his head; and if he be not induced to the activity 
of just thinking and clear reasoning, he will hardly be coerced 
to it. Upon the whole, therefore, T wonld say, that what is 
most conducive to good appointments in the first instance, and 
thenceforward to deriving benefit from them, is to offer small 
remuneration to the beginner, with successive expectancies pro- 
portioned to the merits which he shall manifest, and of such 
increasing amount as shall be calculated to keep easy, through the 
progressive wants of single and married life, the mind of a prudent 
man. Upon such a system, if unfit men belonging to influential 
families snail make good an entrance into the service, they will 
be more easily got rid of ; since, finding that they have got but 
little in hand, and have but little more to look to, they will hardly 
be desirous to continue in a career in which they must expect to 
see their competitors shoot ahead of them.'** 

Securities. — In all banks the clerks give sureties for 
their integrity — usually two, of 500^. each ; and in some 
banks these amounts are increased on accession to higher 
ofl&ces. Of late years societies have been formed, both in 
England and Scotland, for the purpose of giving, on the 
part of clerks and others, the amount of security required. 
These societies allege that — 

"Suretiship by private bondsmen is attended with various 
inconveniences and objections; instances have constantly occurred 

* The following is an account of the total amount of salnries, morning money, 
gratuities, &c. paid to the servants of the Bank of England in London and at the 
branches, and of the number of persons to whom the said amount was paid, for 
the year ending the 29th of February, 1832: — 

820 Clerks and porters \ 

38 Printers and engravers .... [£211,903 10«. lOd. 
82 Clerks and porters at the branches) 



940 Average 225/. each. 



Amount of pensions paid in the same period, 193 pensioners, average 161/. 
each, 81,243/. 18«. lid. 
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in which persons of the highest respectability have been obliged 
to forego valuable appointments, from either the great difficulty of 
obtaining security, or a repugnance to place their relatives or 
jpriends and themselves unaer the obligations involved therein. 
The society undertakes, on the annual payment of a small sum, to 
make good in case of default by fraud or dishonesty any losses 
which may be sustained to an amount specifically agreed upon, 
and by such means obviates the necessity for private sureties, as 
well as the obligations arising therefrom, which often prove as 
prejudicial to the best interests of employers as to the party 
seeking guarantee." 

" The association oflfers to the public the following advantages : — 

*' To the employed. — It obviates the difficulty of obtaining the 
requisite securities for personal integrity, which has often placed 
an insuperable barrier in the way of many persons of the highest 
character and ability ; it affords facilities to those in pursuit of 
employment, and relief from the embarrassment attendant upon 
asking, with the uncertainty of obtaining, private suretiship ; and 
removes that weight of obligation and discomfort which such 
engasrements necessarily impose. 

" To the employer. — ^The ample capital of the association, with 
the power and supervision lodged in the Board of Trade, renders 
the policy of the company much more valuable than that of any 
individual, inasmuch as it is not liable either to doubt or depre- 
ciation. In large establishments, both public and private, where 
the securities are numerous, and the sureties often resident in 
many different parts of the country, and known only by repute, it 
becomes nearly impossible to watch over their continued existence 
and solvency ; and cases of default have frequently occurred when, 
upon investigation, it has been found that all the sureties have 
been dead for many years." 

" The rates are from 10*. per centum per annum and upwards, 
(according to the nature of the employment,) on the amount of 
security required. 

" No charge is made for stamp duty except in special cases ; 
the usual legal expenses of surety bonds will therefore be entirely 
avoided by persons who enter on their respective duties under the 
guarantee of this society. 

"A reduction is made in the premium on the sixth annual 
payment." 

The Lords of the Treasury, and a great many banking 
companies, have accepted the guarantee of these societies. 

In the year 1841 the Bank of England took measures 
for discontinuing the system of requiring sureties from 
the clerks. Every clerk subscribed annually two shillings 
per cent, upon the amount of his Burety-boiid% "WciSBCLXia 
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had subscribed in the course of five years (or immediately 
if he chose), ten shillings per cent., the liability of his 
sureties ceased. Every new clerk subscribes, when ad- 
mitted, ten shillings per cent, on the amount of the bond 
he would otherwise give. These contributions are invested 
in the Three per Cent. Reduced, or Consols. This fund is 
fixed at 6,000^. stock. When at this amount, the interest 
is given to the *' Clerks' Widows' Fund," a fund established 
by the clerks, with the assistance and support of the bank. 
When the claims have reduced the guarantee fund below 
6,000^. the interest goes to this fund tmtil it has increased 
to this amoimt. If the claims reduce the fiind so low as 
4,700Z. then the clerks are required to make a further 
contribution until the fund is again raised to 6,000^. But 
this contribution is never more than two shillings per cent, 
per annum on the amount of their respective bonds. Nor 
can any claim bp brought against the fund greater than 
the amount of the bond that would have been required 
from the defaulter. The clerks still give theu* personal 
bonds, which are for the full amount of their deficiencies. 
This is an admirable plan for a large establishment. In 
adopting it the directors have shown a sound discretion, 
as it makes all the clerks interested in watching over one 
another. At the same time, they have manifested that 
kindness and goodwill which have, we believe, at all times 
distinguished the Directors of the Bank of England in 
their conduct towards their clerks. 

Mr. Thomson Hankey, when Governor, delivered to the 
Banking Institute the following account of the working of 
this system : — 

With regard to the guarantee system, it appeared to him that 
the principle adopted in the Baiik of England in 1841, by his 
predecessor, was capable of extension, with great benefit to the 
clerks, to many of the other banking institutions of the country. 
The principle of that plan was, that a compulsory payment of 1/. 
a-year for five years, or 51. in one sum, was required from each 
clerk, on entering the establishment. These payments accumu- 
lated until they amounted to a sum of 6,000/., the mterest of which 
was then to tie applied to another purpose, for the benefit of the 
clerk ; but in the meanwhile the fund was applicable to all losses 
at the bank, which, under ordinary cu-cumstances, would fall upon 
the private sureties. Every clerk^ on entering the estabUshmenty 
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was bound to give security to the amount of 1,000/, Well, he 
believed the lowest premium the guarantee societies would take 
was 10*. per cent., or 5/. for the 1,000/., and this 5/. premium had 
to be renewed every year. Now, the amount of this 5/. premium 
from each of the 700 * clerks of the Bank of England would be 
3,500/. a-year. Well, since the guarantee fund to which he had 
alluded had been established in 1841, the total defalcations in the 
Bank of England had only amounted to about 1,500/. Now, if 
the 700 clencs had paid the 5/. a-year each to the guarantee 
societies for the whole of that period, it would have raised nearly 
as much as 40,000/., the whole of which would have gone into 
the pockets of the guarantee societies, with the exception of 
the 1,500/. which would have been necessary to make good the 
defalcations. Now, if 40,000/. had been paid in premiums, and 
lySOO/. had been the loss, it would require very little argument 
from him to show that the guarantee societies would have been 
very great gainers, at the expense of the clerks. 

V. The System of Promotion. 

It need hardly be observed that some posts in a bank 
are more important than others, and it is always desirable 
that the most clever men should occupy the most im- 
portant posts. This object is desirable, but how is it to 
be attained ? 

The three main divisions of employment in a London 
bank are— the cashiers' department — ^the accountants' 
department — and the tellers*, or out-door department. 
All the clerks enter in the first instance in the tellers* 
department, and their first duties comprise the collection, 
of the payment of bills. The senior tellers are occupied 
within doors in various duties connected with the out-door 
operations. From this department, as vacancies occur, the 
clerks are promoted to higher posts in either the cashiers' 
or the accoimtants' department, t 

The Ciukieri Department, — The cashiers of a bank stand 
at the counter, and attend to the public. These ofl&cers, 
in Scotland, are called tellers ; but in Scotland their 
duties are less important, as tellers pay no cheques until 
they have been marked by the accountant, who is their 

« The total number of clerks in all the Private and Joint-stock Banks in 
London is about 1,500. 

t It is of course in large banks, 'where there is necessarily a great subdivision 
of labour, that these three departments exist in a separate form. In smaller 
banks, though the duties are the same, yet one clerk may, in one day, perform 
duties belonging to each of the three defartmenta. 
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superior officer. We should form a very inadequate idea 
of a cashier in a London bank if we considered him only 
as a mere counter of money. Quickness in counting 
money is indeed one very necessary qualification. But 
besides this he should have such a mental organization 
that he can recollect the general average of each customer's 
balance, so as to be able to pay their cheques without a 
too-frequent reference to the ledger-keeper. He should 
also possess a quickness of eye in detecting forged signa- 
tures — a self-possession, so as to be cool and collected 
when the counter is thronged with people^a command 
of temper, so as not to be irritated by undeserved 
reproach — and not only a general courtesy of manner 
towards the public, but a peculiar urbanity towards the 
customers of the bank, with a readiness and an anxiety to 
promote their convenience in any matter on which they 
may require information or advice. In fect^ it may justly 
be said, that there is no class of clerks on which the 
reputation of a bank with the public so much depends as 
on the cashiers. And hence, in London banks, those 
clerks who are deemed the quickest, the most able, and the 
most gentlemanly, are usually promoted to this office. 

The Accountant^ Department refers to the keeping of 
the books and the accounts. The main qualifications for 
the clerks in this department are — good hand-writing, 
accuracy in figures, and method in the arrangement of 
their work. Slowness is no positive disqualification, 
provided it be associated, as it often is, with application 
and perseverance. An accountant is not compelled to do 
any given quantity of work within a given time. By 
a proper arrangement of his duties he can usually con- 
trive to keep himself pretty equally employed during 
the whole of the day, and on busy occasions he can per- 
form what remains in the evening, after the hours of 
public busiues& A steady perseverance is of the first 
importance. But we must distinguish between those 
qualities required in the clerks of the accountants' depart- 
ment, and those required in the accountant himself. 

The chief accountant in a bank is not a mere book- 
keeper. It is one thing to keep a set of books previously 
prepared and arranged, and another to frame a set of 
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books, or a new system of book-keeping, adapted for any 
operation that is proposed to be carried on. In the latter 
case, mental powers are required that are by no means 
common. And even where a system is established, the 
chief accountant of a bank wiU often have occasion to 
consider the best way of passing certain transactions 
through the books— of framing abstracts of operations 
which the books may not immeaiately supply — of making 
difficult calculations, and of examining lengthy and com- 
plicated accounts, and exhibiting them with clearness and 
brevity. A good system of book-keeping, and a clear- 
headed accountant, would have prevented many a bank 
from stopping payment. 

From this statement of the qualifications of cashiers 
and accountants, it will appear, that most clerks will be 
more fitted for one office than the other, and it is desirable 
that each clerk should be placed in the department for 
which he is best adapted. Where there is no peculiar 
adaptation, and where there is no marked difference 
among the clerks, the promotion should go according to 
seniority — not seniority in regard to age, but seniority ac- 
cording to the time they have been in the bank. But it will 
often happen, not only in the first, but also in subsequent; 
steps of advancement, that the clerk who is entitled to a 
vacant post by length of service, is not so well qualified 
for it as some of his juniors. But even in this case, the 
individual should not be passed over, if he can perform 
the duties with an average degree of efficiency. Should 
he, however, be wholly unqualified, or fall below medi- 
ocrity in his qualifications for the office, there should be no 
hesitation in promoting over him some other clerk better 
adapted for the office. As, however, all such cases will 
give rise to some suspicion of favouritism, and as the 
party who is passed over is sure to think himself unfairly 
treated, it is desirable that the clerk thus promoted should 
possess such a marked superiority over the other, that no 
doubt can exist of the justice and propriety of the arrange- 
ment. On this subject, we again quote Mr. Taylor's 
Statesman : — 

" The claims of promotion are twofold : — ^First, merit ; second, 
length of service. And the difficulties to be conaidecod. «s.^ VWfik 
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vhich arise when these claims clash; that is, when the most 
meritorious officer is not he who has served the longest. And, 
having regard to the large public interests and the deep individual 
concernments with which they deal, it may be stated broadly, as 
a general rule, that merit, or in other words, industrious abiHtj, 
should be the one essential consideration to be regarded in their 
promotion. But the question then arises, Will the judge be 
always incorruptible and infallible? And if not, how are in- 
justice, favouritism, and abusive promotion to be guarded against P 
The answer, as I conceive, is, that there can be no f)erfect pro-» 
tection against these evils; that the principle, (like most .other 
principles,) resolves itself into a matter of degree ; and that the 
protection will be adequate in the main, if the rule of preferment 
by merit, as against seniority, be applied only where there is 
a marked distinction of merit. For there are divers securities) 
each of which may be more or less leant upon, the aggregate of 
which will afford in the main all but a certain reliance, where the 
distinction of merit is marked. If motives of favouritism be at 
work, the most able and useful officer will at all events have a fair 
chance of being the favourite. But if he labour under some defect 
(as unsightliness, ill manners, &c.) which, without impairing his 
public utility, tends to throw him out of favour, he will neverthe- 
less have that hold upon the self-interest of his principal, which 
he wants upon his goodwill. Further, of this intellectual order 
of men, there will hardly ever be ten brought together, of whom 
one will not have a generally-acknowledged superiority to the rest. 
Even the vanities of men make them just as umpires ; and he who 
cannot pretend to postpone nine others to himself, will not con- 
sent to postpone himself to any but the best of the nine. It will 
be found, then, that a man's reputation amongst his fellows in an 
office will seldom fail to be according to his deserts, and that 
where the superiority is marked, the award of common repute will 
be both just and decisive ; and being so, it will rarely happen that 
the patron will be induced by any motive of favountism to brave 
the reproach of disregarding it. In short, it is the nature of in- 
dustrious ability, acting through various methods and upon various 
motives, to vindicate its own claims under any system in which 
those claims are recognised ; and the system which shall conform 
to this natural tendency, and be so framed as to legitimate the 
rising of what is buoyant, will be found to work the best. 

" There is, however, a certain moderating hand to be applied, 
even in the preferment of merit. Except in urgent and peculiar 
cases, in cases of extreme necessity on the part of the service, or 
extraordinary endowments — and character also-— on that of the 
individual, preferment should proceed, as Lord Bacon teaches, 
*per aradus, non per saltus* For, besides the ordinary evils 
attendant upon sadden elevations, it should be observed that the 



ON BANKING, 213 

hope, and not the fact, of advancement is the spur to industry ; 
and that by a large dispensation of reward at once, which cannot 
be followed by like rewards in future, the patron sinks his capital 
and forestalls that revenue of reward which should furnish him 
with resources of inducement through successive years. Moreover, 
if a man be advanced largely at once, there will not only be little 
room left for his further promotion, but that little room will seem 
less when measured upon the scale to which his ambition will now 
expand itself ; for he who has advanced by a stride, will not be 
content to advance afterwards by steps." 

VI. The Rules of Discipliiie. 

As the discipline of the office must depend very much 
upon the chief clerk, a description of his duties will de- 
scribe many of the duties of the other clerks. 

The office of chief clerk requires qualifications of no 
ordinary kind. It need hardly be said that he should 
possess a thorough knowledge of the business of the office. 
He ought also to possess certain moral qualifications, such 
as a command of temper, a love of order and r^ularity, 
a rigid adherence to discipline, accompanied by kindness 
of disposition and of manners towards his colleagues^ a 
gentlemanly and courteous demeanour, and, above all, he 
will be expected to exemplify in his own conduct those 
precepts it may become his duty to inculcate upon others. 

The following are the principal duties of a chief clerk': — 

To see that the clerks come at proper time in the morn- 
ing, are not absent unnecessarily during the day, and that 
they do. not leave the bank at night until they have finished 
their work. — To see, by occasional inspection, that all the 
books of the office are kept in a proper maimer, and 
where he finds this not to be the case, to give such in- 
structions and admonitions as the circumstances may 
require. — To see that during the day the counter is pro- 
perly appointed, and that no delay takes place in attending 
to the wants of the public. For this purpose it is de- 
sirable that his desk should be so placed as to command 
a view of the counter. — To see, by occasional inspection, 
that the customers' books are written up in a proper 
manner, and in case of complaint, he will personally in- 
vestigate the matter, and explain it to the customer. — ^To 
see, early iu the morning, that the balaxica ^^& <i«tt^'^ 
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on the preceding night, and when otherwise, he will him- 
self attend on the second or third evening, and direct that 
proper means be employed to discover the difference. — To 
count, at such times as may be deemed proper, the money 
of the several cashiers, and when necessary to report 
thereon to the Banker. — To see that all the officers of 
the bank conduct themselves towards each other and the 
public in a courteous and gentlemanly manner, and to 
maintain throughout the office a proper state of discipline 
and subordination! — To take charge of the stationery and 
other matters used in the office, and to prevent any loss or 
waste of any portion of the property of the bank. 

Besides the points of discipline hinted at in the above 
description, there are others that may require more par- 
ticular notice, as 

Punctuality of Attendance, — To ensure punctuality of 
attendance in the morning, some banks adopt the practice 
of keeping a book, in which every clerk writes his name 
on his arrival, and when the time has expired, a line is 
drawn, which shows who has arrived in time and who has 
arrived late. 

Punctuality of attendance is an index of character. 
It may fairly be inferred that those who are the most 
punctual in the morning will be most attentive to their 
duties during the day, that they have formed the most 
regular habits, and are, consequently, the most deserving 
of promotion. Those, too, who are the most punctual are 
the most deserving of occasional holidays. They who 
are habitually late must be regarded as having chosen to 
take their holidays by piecemeal each day, and they can, 
therefore, have no claim to other holidays besides. In 
all applications for promotion or leave of absence, it 
is deserving of inquiry, whether the party is usually 
punctual in his attendance. With regard to absence from 
illness, it cannot be supposed for a moment that any 
clerk would pretend to be ill when he is not so, in order 
to, have an excuse for absenting himself from the bank. 
An act of this kind would show such a want of personal 
honour as should be a disqualification for holding any 
office in a bank. 

'^Few things occasion more dissatisfaction and annoy- 



ON BANKING. 215 

ance to the superiors in a bank than the absence of clerks 
on every slight attack of illness. Unless a clerk feels 
himself quite unable to perform his duties, it is very in- 
judicious for him to absent himself. It interferes with 
his promotion, for his superiors will be reluctant to 
advance him to any post where his absence would be 
more inconvenient than while he is engaged in an inferior 
situation. In addition to this, the superior in the office 
may attribute the attack of * bile ' or * indigestion ' to the 
indulgence of a convivial taste, which it will be well for a 
clerk to avoid obtaining a character for. And, under any 
circumstances, a man who continues at his post as long as 
he is able, will stand much higher in the estimation of 
those with whom he is engaged than he who forsakes his 
duties on every trivial occasion."* 

A clerk should take care of his own health. We think 
it is better for him to stand than to sit at his work. His 
desk should be raised to such a height that he can do this 
without stooping. He should at all times avoid pressing 
his chest against the edge of the desk, as that may produce 
serious complaints. The post most friendly to health is 
that of cashier. He is generally standing ; his attention 
and mental faculties are in more constant activity, and he 
is obliged to talk, which is useful to the lungs. It may be 
doubted whether the exercise of the intellectual faculties, 
when not carried to excess nor attended with anxiety, is 
ever injurious to health. Those mental operations which 
are connected with the office of a bank clerk are in them- 
selves beneficial. It is the confinement, the impure air, 
and the keeping of the body too long in one posture, that 
affects the health. Hence, clerks should live at a distance 
from the bank, and walk to and fro. If they reside at the 
bank, they should take exercise in the open air, either in 
the morning or the evening. When the weather is bad, 
they can walk up and down the room, with the windows 
open. Any kind of amusement that should throw the body 
into a variety of attitudes, would be useful. Singing is 
fiiendly to health, if not carried to excess, nor practised in 
confined or crowded apartments. ^Boating, in moderation, 

* The Banker's Clerk, p. 151, an'excellent little work, published as one of the 
series in the " Guide to Service," by Mr. Charles Knight. 
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is serviceable. Grardening is highly beneficial. A clerk who 
■wishes to enjoy good health should never keep late hours, 
nor get into debt, nor gamble in the funds. He should 
also have a hobby, that is, some kind of fixed amusement 
to employ his time when absent from the bank, in order 
to change the current of his thoughts, and to countei*act 
those evils that sometimes arise from a monotony of occu- 
pation. If this hobby should be of a kind to be useful or 
instructive as well as recreative, all the better. The great 
disease against which he should guard is consumption. He 
will be more subject to this in youth than in more ad- 
vanced age. And it has been remarked that healthy young 
men, fredi from the country, when appointed clerks, have 
.become more susceptible of consumption than less robust 
persons who have been seasoned by a residence in London. 

The Bank of England have a medical gentleman who 
attends at the bank one hour every day. He is employed 
by the directors upon matters connected with the health 
of their clerks. Every clerk, when appointed,' is examined, 
to ascertain that he is in good health. If he applies for 
leave of absence on the ground of ill health, he undergoes 
a medical examination. If absent from illness, he is visited 
by the bank surgeon, who reports to the directors upon the 
nature of his complaint, and its probable duration. If a 
clerk complains that his employment is injurious to his 
health, he is examined, and in some cases his employment 
is changed. If he applies for a pension on account of age 
or illness, he is also examined. In each of these cases a 
formal medical report is drawn up, and laid before the 
directors. The present surgeon is Mr. Alfred Smee, F.R.S., 
of Finsbury Circus, a son of the chief accoimtant of the 
bank. It is not his duty to prescribe for the clerks; but 
in the case of the porters or messengers, he acts as their 
medical attendant, and is paid by the bank. 

It is worthy of inquiry, whether this excellent arrange- 
ment might not be extended, and adopted by other 
banking institutions. Why should not every large com- 
pany give a fixed salary to a medical man to attend to the 
health of all their clerks! This would often be useful in 
preventing illness, or in checking its first approaches. It 
would thus preclude, in some cases, those inconveniences 
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which are now felt through the absence of sick clerks ; 
while it would be a boon to the establishment, and save 
them what, in some instances, must be a heavy item of 
expense. 

Holidays, — It is desirable, on several accounts, that all 
the officers of a bank, and especially those who are entrusted 
with cash or other property, should once a year have leave 
ofubsence for at least a week or a fortnight. This should 
not even be optional — it ought to be a fixed rule with 
.which they should be expected to comply. These absences 
should be arranged to take place at those seasons of the 
year when they wiU be of the least inconvenience to the 
business of the bank. These holidays ought to be readily 
granted on the ground of kindness and humanity; but 
where these feelings do not exist, motives of self-interest 
alone would prompt a ready acquiescence in such applica- 
tions. In the first place, a great inconvenience is often 
experienced in large establishments from the illness of the 
clerks when they are denied proper seasons of relaxation. 
In this case, the loss of time from ill-health is greater than 
that which would be occasioned by holidays. A sick clerk, 
even when he attends to his duti^ is neither so quick, nor 
SO correct, nor can he get through so much work, as a 
clerk who, by proper recreation, has been kept in perfect 
health. These occasional holidays tend very much to im- 
prove the efficiency of an office. When a clerk is absent, 
the next in seniority takes his place; and when all the 
clerks have been absent in turn, every duty in the bank 
becomes perfectly &miliar to at least two persons, so that 
in the case of those absences which arise from unavoidable 
causes, little inconvenience comparatively is felt. But 
while the bank is thus rendered independent of any one 
individual, it must not be supposed that the absence of a 
clerk lessens the importance attached to his services. When 
a clerk is really efficient, an occasional absence renders his 
value more apparent, and increases the estimate formed of 
his character ; while the indulgence he has received will 
stimulate his energies and increase his desire to render 
himself more than ever useful to his principals. 

Another advantage to a banking establishment from the 
absence of their clerks is, that it fQrm&\i<&^ ^si ^^ci^vyc^ 

YOI*. X L 
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guarantee for their honesty. We have known instances of 
frauds being carried on for several years by clerks who 
were constant in their attendance, while a single day's 
absence would necessarily have led to a detection of their 
dishonesty. When a clerk takes his holidays, all the 
property under his care is given over into other hands; 
and the knowledge that he will be called upon to do this 
periodically, may deter him in the first instance from com- 
mencing a career which must thus be necessarily exposed. 
The following is stated in a City Article of the Times 
to be the arrangement of the Bank of England on this 
subject : — 

" It is not generally known that the Bank of England have 
recently entered into an arrangement by which all the persons on 
the establishment are allowed leave of absence once every year, 
the holiday varying in length according to the length of service. 
To carry out this plan, the whole number of persons is divided 
into four portions, and each of these four portions takes the vaca- 
tion in one of the four periods of the year that follow the payment 
of the dividends, and precede the shutting, these being the periods 
in which the least business is done. So complete is the system, thav 
the parties who take their holiday in the spring quarter one year, 
take it in the summer quarter in the year following, and so on 
through all the four, that one may not nave an unfair advantage 
over the other. The shortest holiday, we understand, is about 
nine days, and the longest about three weeks." 

Customeri Boohs. — It should be a great object with the 
chief clerk to see that the customers' books are written up 
cori'ectly and nfeatly, in a good handwriting, and free from 
blots or erasures. These are the only books that go out 
of the bank, and therefore they are the chief means by 
which the customers can judge as to the manner in which 
the business of the office is conducted. It is not advisable 
that the writing up of these books should be left to the 
junior clerks. They should be placed in the hands of 
clerks of some standing. The same book should always be 
written up by the same clerk; and when it can be so 
managed, the credit and debit side should both be in the 
same handwriting. One of the best writers in the office 
should be appointed to this post, and his salary should be 
proportionate to its importance. 

It is the practice of all bankers to let the customers' 
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book be a copy of the ledger with the sides reversed. Thus 
the credit side of the ledger is the debit side of the 
customers' book. The reason assigned for this is, that 
the ledger is the banker's account against his customer, 
and the book is the customer's account against the banker. 
Hence the customer, when he looks at his book, has at his 
left hand the sums with which he has debited his banker, 
and at his right the sums which are to the banker's credit. 

Cashier's Deficiencies, — It cannot be expected that a 
cashier can receive and pay away money for a whole year, 
and yet never make any mistakes. Some deficiencies will 
be sure to arise. Each cashier is considered liable to make 
good his own loss. But, to meet these deficiencies, some 
banks allow to each cashier a certain sum — say 20^. or 30/. . 
per annum — which is called risk-money. Others pay 
such deficiencies as may arise during the year, giving an 
admonition to any cashier whose deficiencies* are usually 
large. Superior accuracy in this respect, is also considered 
as one test of superior merit, and therefore as forming one 
claim to promotion. When a cashier takes his holidays, 
he delivers up his cash to the chief clerk, who counts it, 
and sees that it is correct, and then delivers it to the clerk 
who is to act for the cashier, who signs an acknowledgment 
in the money-book that he has received the right amount. 
The cashier, on his return, will make a similar entry. It 
is said to be the practice in some establishments for the 
chief clerk to count the cash of all the cashiers every 
Saturday night. But when, from the extent of the busi- 
ness, this cannot be done, he counts the cash of each 
cashier individually, at such times as may be most con- 
venient to himself, giving the cashier no previous notice 
of his intention to do so. He immediately reports to the 
banker any deficiency he may discover. In all banks it is 
imderstood that the cashier is not allowed to apply any 
part of the bank money, even temporarily, to his private 
use. nor to lend any sum, however small, to the other 
clerks, upon their I.O.U.s, or other engagement. Any 
violation of this rule, though with no fraudulent intention, 
is considered a sufficient ground for instant dismissal. 

Gambling in the Funds, or in Shares, — Some banks txi'a36Jb 
it a rule to dismiss any clerk that \b foxm'QL \.o \i^ «^^g5^^ 

l2 
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in transactions of this kind. The evil effects of such prac- 
tices are very great. Speculative engagements will neces- 
sarily distract their minds, and draw their attention from 
their official duties. If unfortunate, their personal com- 
forts may be diminished : they may incur debts that will 
require years of saving to liquidate, or they may be tempted 
to actions which woidd ruin themselves and disgrace their 
families. 

VII. The Training of Clerks for higher Offices. 

Whatever natural talents a young man may have when 
he enters a bank, he cannot be expected to perform his 
duties well until he has been instructed. There is a good 
way and a bad way, a quick way and a slow way, of per- 
forming even the most simple operation. Incorrect or 
slovenly habits, when once acquired, are not easily aban- 
doned. When, therefore, a young man enters a bank, he 
should be placed under the tuition of another clerk, well 
qualified to instruct him with regard to all his immediate 
duties. It is also desirable that the chief clerk should not 
have much manual labour, but should have leisure to walk 
round the office — stand for awhile at the elbow of each 
clerk— observe his peculiar defects—and give such in- 
structions as he may deem necessary or useful. The 
senior clerks, generally, should also be ready at all times 
cheerfully and courteously to give instruction to their 
juniors. 

, There are many ways of ascertaining the relative merits 
of a clerk. There is one obvious way; that is, to inspect 
the books which he keeps. It can readily be seen if they 
are kept in a good and neat hand — if there are any blots 
or erasures — and if they indicate any great degree of care- 
lessness or otherwise. Quickness is generally an evidence 
of cleverness. ' A clerk who can coimt notes very fast, or 
who can cast up a long column of figures very quickly, 
and yet accurately, is generally a clever man. Quickness 
of hand denotes quickness of head, and it will generally be. 
found that these two kin4s of quickness go together. We 
do not say that this mechanical quickness of head proves 
soundness of judgilnent, but neither does it prove the 
jvrerae. In a X;lerk it is a decided recommendation. 
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Another test of the cleverness of a clerk is^ the opinion 
formed of him hy his fellow-clerks. When men associate 
together day after day for a number of years, both their 
excellences and their defects become known to each other, 
and each man falls into the position to which his qualities 
entitle him. The opinion which any one clerk expresses of 
the relative merits of the other clerks will generally be cor- 
rect, when his own interest is not concerned. The opinion 
he may express will, in feet, be the opinion of the office, 
formed not only on his own experience, but also on the 
experience of all the other clerks. 

The report of the chief clerk will generally express this 
united opinion of the office. But it is well for a banker to 
keep himself well acquainted, at all times, with the senti- 
ments generally entertained by the chief clerk respecting 
the other clerks, and not ask his opinion merely when there 
is an opening for promotion. On these occasions feelings 
of kindness, or the reverse, may induce a chief clerk to 
speak of the party in a somewhat different tone from that 
which he woidd employ in ordinary times. 

With a view to the proper training of clerks, it is de- 
sirable that there should not be too many in proportion 
to the work. If the clerks are unemployed for any con- 
siderable portion of the day, their habits of attention, of 
industry, and of quickness, are impaired, so that they do 
less work even in those hours in which they are occupied. 
The duties of each clerk should be sufficiently heavy to 
require a continuous application of the mind during the 
whole of the working hours. If a banker find that the 
clerks have time to read books or newspapers, or to carry 
on either gambols or quarrels among themselves, during 
the hours of. business, he may safely infer that he has too 
many hands. By reducing the number he will make each 
clerk more efficient, and the work will be better done. He 
will also be able to increase their salaries individually. 
It is better that the same amount of money should be 
distributed among a smaller number of effective men than 
among a larger number who are less effective. The 
amount of Christmas money received by each will also 
be greater. 

For the purpose of training the clerks, It \& ^^sssoai^^ 
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that their labours should be so subdivided as that the 
duties of one office should be a training for the ofi^ce im- 
mediately above it The clerk, on his entrance into the 
bank, will thus have to perform those operations that 
require the least degree of professional knowledge — of 
knowledge peculiar to the business of a bank — and will 
advance step by step (each step requiring but a small 
addition to his previous knowledge) to the higher posts. 
When it is ascertained for which department — ^the cashier's 
or the accountant's — ^the teller is best adapted, he should 
be put into that post the operations of which will form the 
best training for those duties which, when promoted, he will 
have to discharge. 

The occasional absences of the clerks are conducive to 
their improvement. The juniors thus learn to perform the 
duties of their superiors. New arrangements are formed 
temporarily for a diflferent division of labour, and, the 
hands being fewer, an additional stimulus is given to exer- 
tion. It is also useful, when it can be done, for the clerks 
to change occasionally, and do each other's work. Every 
clerk should be encouraged to suggest any improvements 
for abridging or facilitating his own labour. When a bank 
has several branches, it is often advisable that an occa- 
sional absence at one branch should be supplied by a clerk 
brought from another branch. A good inspector of branches 
will inspect the cashier's and the accountant's department, 
as well as the manager's ; and when he finds any improve- 
ment at one branch, he will introduce it into all the other 
branches. 

But the greatest stimulus to improvement in the clerks 
is an impartial system of promotion. It is, perhaps, de- 
sirable that instances should occur sometimes, of a clerk, 
who is entitled to a higher post from seniority, being 
imfit to take it, in order to show that superior merit is 
regarded. But it should always be obvious that the clerk 
who is promoted. has superior merit. If a clerk is put over 
the head of another from favouritism, or caprice, on the 
part of the banker—- or from the influence of friends, cus- 
tomers, or shareholders — or even for qualities good in 
themselves, but not increasing his efficiency as a clerk — 
then wiU great evils arise from his appointment, even 
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though he should be as well qualified as the man who was 
entitled to the post from seniority. 

Another effectual means of training clerks is the daily 
balance. 

The books are balanced every night, before the clerks 
leave the bank. But mistakes will necessarily occur during 
the day, and to discover these will occupy a little time. 
The total amoimt of error is called "the difference;** and 
to endeavour to discover tile error is called " searching for 
the difference." Those clerks who are thus employed in 
the evening are said to be " upon the balance." In large 
establishments it is usual to divide the whole body of clerks 
into classes, who take it in turn to be " upon the balance." 
By this arrangement, all those who are not " upon the 
balance '* can leave the bank as soon as their own work is 
done. The smaller the number of clerks on the balance, 
the better. Thus, in a bank of forty-two clerks, six would 
be sufficient to be on the balance. If a larger number — 
say twelve— were retedned, the juniors would do nothing, or 
else they would be employed on the inferior books, from 
which they would learn nothing. But when only six are 
retained they must all work, and, what is better still, they 
must all think. They will all acquire a thorough knowledge 
of the whole system of book-keeping, and be able to ascer- 
taip in what way errors in one book may counteract errors 
in another book, and how the errors discovered will bear 
upon " the difference." In large establishments almost 
the only way in wTiich a junior clerk can learn the whole 
system of book-keeping, is from being " upon the balance." 
But this is an effectual one. It also gives him an oppor- 
tunity of showing his talents. Some clerks are far more 
quick in discovering the difference than others are ; and 
this quickness is geherally a fair criterion of the general 
talent of the party. The clerk who " skulks " the balance 
avoids the best means of improvement, and the best oppor- 
tunity of showing his talents. But such persons have 
usually no talents to show. A clerk who acts in this way 
betrays a consciousness of being a fool. 

We have here spoken of that kind of training which is 
adapted to the making of clever clerks. But as in the 
joint-stock banks a clerk may become a mana^<^\i^ ^l ^ 
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desirable that those clerks who are deemed the most 
clever should be put under a course of training that will, 
with experience, qualify them for that office. It is, in 
some respects, more difficult to do this in a large esta- 
blishment than in a small one. In a bank that has forty 
clerks, one clerk sees only a fortieth part of its operations. 
In a bank where there are only ten clerks, one clerk sees 
a tenth part, and may easily acquire a tolerable know- 
ledge of the whole. A bank that has many branches has 
a great facility for training^ clerks to become mana^cers. 
When a branch manager is absent from iUness, or any 
other cause, one of the senior clerks of that or some other 
branch will take his place, and thus giudually become 
accustomed to the duties of the office. 

The clerks thus selected for this kind of training should 
be young men who are quick and efficient in the discharge 
of all their official duties, and, moreover, possess a good 
temper, gentlemanly appearance and manners, a degree 
of literary information, with a desire of improving their 
knowledge and their talents. They should not be young 
men who have entered the bank until they can get some- 
thing better, but those who look to banking as their pro- 
fession, and are ambitious of attaining to the highest posts 
in the establishment. But beyond the qualities we have 
enumerated, it is necessary, above all things, that they 
should have habits of business. 

" Habits of business is a phrase which includes a variety of 
qualities — industry, arrangement, calculation, prudence, punc- 
tuality, and perseverance. And these virtues are exercised, not 
from the impulse of particular motives, but from habit. If you 
hear a man boast of being industrious, you may safely infer that 
he does not possess the nabit of industry ; for what a man does 
from habit, he does mechanically, without thinking of the merit of 
his actions, though they may be highly meritorious. Habits of 
business are essential to a merchant. But though essential to a 
merchant, they are not peculiar to him. They are as necessary 
to a professional man as to a merchant — as necessary to ladies as 
to gentlemen — as necessary for the government of a family as for 
the government of a commercial establishment. The greater the 
intellectual talents of the individual, the more necessary are 
habits of business to keep him steady in his course. The more 
canvass he spreads, the more ballast he requires. If we examine 
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the history of those illustrious characters who have risen to emi- 
nence as the masters, the legislators, or the instructors of man- 
kind, we shall find they have oeen as much distinguished by their 
habits of business as by the superiority of their intellect; while, 
on the other hand, we could easily point out, in every science and 
in every path of life, some young men who, though of towering 

fenius, have become lost to themselves, and have disappointed the 
opes of all their friends, through a want of habits of business. They 
have burst upon the world with more than noon-tide splendour, 
they have attracted universal notice, they have excited big ex- 
pectations, and suddenly they have darted into an oblique course, 
and passed into oblivion." * 

If a clerk be intended to be trained for a manager, it 
may be questioned whether he will be improved by re- 
maining a long time as a clerk. The two offices are very 
distinct^ and they call into operation distinct qualities and 
operations of mind. A very old banker's clerk (unless he 
has been a chief clerk) is generally, from the very length 
of his service, disqualified for being a manager. Seven to 
ten years' experience as a clerk is quite long enough, and 
after that period the sooner he becomes a manager the 
better, provided he has the necessary qualifications. Even 
during that time he should have been occasionally em- 
ployed in those operations that require the exercise of his 
faculties as a man of business. It has often been said, 
that good servants make bad masters. If this be true, it 
is probably the result of an intellectual more than a moral 
deficiency. A lengthened service causes the mental Acui- 
ties to move in a routine from which they cannot be sud- 
denly aroused into an attitude of independence, so as to be 
able to trace causes and effects, to balance opposing con- 
siderations, and to engage in those reasoning processes 
which are required by the exercise of authority. Hence 
it is, that before a clerk is appointed a manager, he should 
undergo some kind of training. The best training for 
being a manager is that of being chief clerk, or of holding 
an equivalent post next to the manager. It will neces- 
sarily follow that the holder of such a post will have occa- 
sionally to take the place of the manager, and the manner 
in which he may then act will \}e a &ir criterion by which 

* Lectures on Ancient Commerce, by J. W. Gilbart, p. 94. 

l3 
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to judge of his qualifications for that or a similar situa- 
tion. 

Among the means of training clerks for superior offices, 
we should give a high rank to the formation of a library 
of banking-books, to which the whole of the establishment 
should at all times have access. The remarks we made in 
a letter, addressed to the manager of a country bank, in 
the year 1846, and which was afterwards published in the 
sixth volume of the Banheri Magadne, are, we think^ not 
inapplicable to this subject : — 

" I wish you would advise your directors to celebrate 
their success by sending to each of their branches monthly, 
a copy of the Barikeri Magazine, It would be sent direct 
from London, the last day of the month, I believe, free of 
expense ; and as the nimiber of next month will commence 
a new volume, they could not begin at a better time. I 
am sure this would be a profitable investment of some 
portion of your surplus funds, and would yield an ample 
return in the results arising from the increased knowledge 
and skill of your managers. Here they will learn points 
of law and of practicey with which they were previously 
unacquainted, and be better prepared to deal with such 
cases when they occur in their own experience. It seetns 
peculiarly necessary that managers of branches, who have 
not the opportunity of imme(Sately consulting with any 
of the directors, should be supplied by the bank with the 
means of obtaining this kind of information. Losses are 
sometimes incurred by joint-stock banks through the want 
of knowledge of a little banking law on the part of their 
principal officers. The managers would not be the only 
gainers. The other officers of the branches would have 
the opportunity of self-improvement; and thus routine 
clerks might become intelligent bankers, and you would 
train in your own establishment a constant supply of able 
men to take the places, when necessary, of the existing 
managers. It is one of the excellences of our system, 
that the junior clerks may look forward to being placed at 
the head of the establishment; but this can only take 
place in those instances wherein the clerks endeavour to 
acquire that professional and general knowledge which is 
necessary in the present day, in order to discharge the 
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duties and maintain the position of a manager. Unless 
they do this, those who are now clerks will remain 
clerks as long as they live, and the next generation of 
managers will be taken from the more instructed classes of 
society." 

The manager of a joint-stock bank in the midland 
counties, on whom we called last summer, informed us 
that his directors had recently voted lOOZ. towards the 
formation of a bank library. To the directors of other 
banks we would say, " Go and do likewise." * 

In training clerks for intellectual offices, it is advisable 
not to give them too many instructions with regard to 
minute details. They should be taught to think for them* 
selves. A man's talents are never brought out until he is 
thrown, to some extent, upon his own resources. If, in 
every difficulty, he has only to run to his principal, and 
then implicitly obey the directions he may receive, he will 
never acquire that aptitude of perception, and that prompt- 
ness of decision, and that firmness of purpose, which are 
essentially necessary to those who hold important and 
responsible offices. Young men who are backward in this 
respect should be entrusted at first with some inferior 
matters, with permission to act according to their discre- 
tion. If they act rightly, they should be commended ; if 
otherwise, they should not be censured, but instructed. 
A fear of incurring censure — & dread of responsibility — 
ha« a very depressing effect upon the exercise of the 
mental faculties. A certain degree of independent feeling 
is essential to the full development of the intellectual 
character. It should be the object of a banker to encou- 
rage this feeling in his superior officers. Those bankers 
who extend their commands to the minutest details of the 
office, exacting the most rigid obedience in matters the 
most trivial, harshly censuring their clerks when they do 
wrong, and never commending them when they do right 
may themselves be very clever men, but they do not go 
the way to get clever assistants. At the same time, they 

* In the year 1S50 a Literary Association was formed by the clerks of the 
Bank of England. The directors assigned three rooms within the Bank for a 
Library, a Reading-room, and a Lecture-room, and gave £500 towards the funds. 
Several of the directors individually presented iJso handsome donations of both 
money and books. 
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exhaust their own physical and mental powers by attending 
to matters which coiild be managed equally well by men 
of inferior talent. 

After a clerk has become a manager, his education has 
yet to be completed. Lord Bacon observes, that reading 
makes a wise man ; writing, an exact man ; and conver- 
sation, a ready man. Whatever knowledge he may have 
acquired by reading or otherwise — however exact he may 
have been in the discipline of the office — ^the young 
manager has yet to become a readv man. • He has to apply 
his knowledge promptly and independently, and, at the 
same time, wisely. This habit he will acquire by time. 
The exercise of authority over other men produces an in- 
dependence of mind which is Mendly to the maturing of 
the imderstanding; while the necessity for giving imme- 
diate decisions in conversation with his customers will have 
a tendency to produce promptness of judgment. There is 
no profession in which experience is more useful than in 
banking. But it is useful, not so much in the amount of 
taiowledge tiiat is acquired (though that is important), as 
in the improvement it imparts to those intellectual facul- 
ties which are called into exercise. It is by constant 
practice that these Acuities gather strength. Habits are 
formed by repeated acts, dnd they can be formed in no 
other way. 

Before closing this section on the administration of the 
office, we may observe that although the duties of a chief 
clerk are quite distinct from those of a banker, yet in 
small estabUshments they are often performed by the same 
person. In branch banks, generally, the manager is both 
the banker and the chief clerk. But as the branch 
increases, the manager will gradually transfer to the second 
officer the duties of the chief clerk, and confine his own 
attention to those of a banker. It is too much the prac- 
tice in England to view a bank manager as holding the 
same relative position in a joint-stock bank which a chief 
clerk does in a private bank. This is an error. A manager 
is not a banker's clerk — ^he is a banker. And although he 
may reserve some important cases for the consideration of 
his directors, yet they are usually such cases as a private 
banker would reserve for consultation with his partners, 
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or on which, had he no partners, he would take time to 
form his own determination. 

It may also be observed, that although the government 
of the office will generally be left entirely to the chief ' 
clerk, and it is not necessary that the banker should be 
made acquainted with all the trivial delinquencies of the 
clerks, yet there are certain acts of misconduct that must 
always be reported, and when reported must be dealt with 
by the banker himself. In a well- disciplined establishment 
these cases will be rare, but they will occur sometimes, and 
then the mode of reproof or pimishment will be regulated 
by the kind of oflfence and the character of the party. 
Every act of dishonesty, however trifling the amoimt pur- 
loined, must be followed by instant dismissal. Acts of 
deliberate disobedience to orders, gross disrespect to. 
superior officers, or acts of immorality that would bring 
discredit on the bank, will generally be visited with the 
same punishment. But extreme punishment should be 
infficted only in extreme cases. Mere accidental errors, 
though they may sometimes occasion great loss, must not 
be treated in the same way as those faults which arise £rom 
gross neglect, or which imply a deficiency in personal 
honour. It is generally a good rule, that a banker should 
not reprove a clerk in the presence of the other clerks. By 
following this rule, he can adapt his reproofs to the cha- 
racter and position of the party j for a valuable clerk, even 
when reaUy culpable, is not to be treated in precisely the 
same way as another whose services are of less importance. 
Nor is it any violation of justice, that those faults which 
arise from inadvertence shoidd be viewed differently from 
those that arise froin bad habits. Nor will it tend to 
impair the discipline of the office should it be known that 
a good character will sometimes get a young man out of a 
scrape, while he who had not that good character would 
be punished more severely for a less important offence^ 
Another rule to be observed in administering reproof is, — 
in reminding a clerk of his defects, to commence with telling 
him of his good qualities. There is a credit as well as 
a debit side in every man's character; and it seems hardly 
fair to run over all the debit items, and say nothing of the 
other side of the account. This plan, too, increases^ in&t«A^ 
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of diminishing the pungency of the reproof while it re- 
moves from the mind of the party any impression that 
the banker is influenced by motives of personal dislike. 



SECTION XII. 

BANKING BOOE-KEEPINO. 

** Although the business of keeping books is extremely 
easy when once the accounts are properly arranged, yet 
the adaptation of the principle of double-entry to exten- 
sive and complicated transactions, so as to receive the fiill 
benefit of the system, is a process which requires the most 
complete knowledge, not only of the practice, but also of 
the science, of book-keeping." 

" Book-keeping, like all other arts, can only be mastered 
by industry, perseverance, and attention. The learner 
must think for himself, and endeavour to understand the 
why and wherefore of all that he does, instead of resting 
satisfied with vague notions and words devoid of sense." 

'* The study of book-keeping affords an excellent means 
of intellectual discipline ; that is, when its principles are 
exhibited as well as their application. When the reasoning 
powers are called into exercise as well as the memory, the 
student who has carefully attended to the instructions, and 
who is the master and not the slave of rules, will experience 
no difficulty in unravelling or adjusting any set of accounts, 
however complicated or diversified."* 

We have commenced this section with these quotations 
in order to quicken the attention of the reader to a sub-^ 
ject which by those who do not understand it is considered 
complicated, and by those who do imderstand it is con- 
sidered dull. It is, in fact, neither the one nor the other. 
But still it is a subject on which it is difficult to write in 
such a way as to avoid the possibility of being misunder- 
stood. We purpose in this section — 

* Double>£ntX7 Elucidated, by B. F. Foster. 
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L To notice those Preliminary Operations with which 
a young Book-keeper ahotild become acquainted. 
11. To describe the system of Banking-booking as pub- 
lished in the former edition of this work. 

III. To state those Improvements of which this system 

has been found to be susceptible. 

IV. To trace the Eesemblance between Banking Book-> 

keeping and Mercantile Book-keeping. 

I. Preliminary Operations. 

When a young man enters a bank as a clerk, he should 
be instructed to be careful with regard to his handwriting, 
or, in his anxiety to write fast, he may forget to write well. 
If he write a bad hand, he should not be above taking a 
few lessons from a professor of penmanship, who will teach 
him to write fast and well at the same time. But, howevei* 
badly he may write, he should try to write plain. Plain- 
ness is of more consequence than neatness or elegance. He 
should be very careful in writing the names of the custo- 
mers of the bank. If he write them illegibly, there will 
be a loss of time in making them out, or they may be 
misunderstood, so that money may be posted to the wrong 
account, and thereby loss arise to the bank. On this 
account also, when two or more customers have the same 
surname, he should be very careful" to write the Christian 
names fully and distinctly. 

The necessity for writing quickly, and the want of care- 
fulness at first, are the causes why so few bankers' clerks 
comparatively write a good hand. But they should re- 
member, that this is a most important qualification, and 
a deficiency in this respect may be an insuperable bar to 
promotion. Without this attainment a clerk cannot be 
put to write up the customers' books, nor to make out the 
country accounts, nor to write the letters, nor to fill the 
office of secretary. " You ought to be careful to write a 
plain hand. You impose upon your correspondents a very 
unnecessary and a very unpleasant tax if you require them 
to go over your letters two or three times in order to 
decipher your writing. A business hand is equally opposed 
to a very fine hand. A letter written in fine elegant 
writing, adorned with a variety of flourishes, will give 
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your correspondent no very high opinion of you as a man 
of business."* 

The plan of writing-masters who advertise to teach good 
and expeditious writing in a few lessons is as follows : — 
The pupil rests his hand upon the paper without touching 
it with his little finger. All the motion is then made from 
the wrist. Those who have to write their names many 
times in succession, such as in signing bank notes or in 
accepting bills, will find that on this plan they can get 
through their work in much less time than if they bend 
their fingers with every stroke of the pen. 

The young clerk should also be taught to make his 
figures clear and plain, so that a 2 cannot be mistaken for 
a 3, nor a 3 for a 5, He should also take care that the 
tail of his 7 or his 9 does not run into the line below, and 
thus turn a into a 6, and also that the top of his 4 does 
not reach so high as to turn a in the line above it into a 9. 
He should be careful, too, in putting his figures imder one 
another, so that the imits shall be under the units, the 
tens under the tens, the hundreds tmder the hundreds, and 
the thousands under the thousands. Otherwise, when he 
adds up the columns together, he will be in danger of 
making a " wrong cast." 

He will also learn to use both hands at the same time. 
In counting gold or silver coin, he will count with two 
hands instead of one, and thus do double the work. In 
entering a number of cheques or bills, while he holds the 
pen in one hand he will hold a cheque in the other, and 
then turn over the cheques as quickly as he enters them. 
He will always turn them over one on the back of the 
other, so that they will be in the same order after he has 
entered them as before, and when they are " called over" 
they will come in the same order in which they are 
entered. 

He must also learn to "cast" quickly and accurately. 
The two main qualifications in this operation are accuracy 
and quickness. To ensure accuracy a clerk will cagt every- 
thing twice over. The first time he will begin at the 
bottom of the column, and the second time at the top. If 

• Lectures on the History and Principles of Ancient Commerce, by J. W. 
Gilbert, p. 239. 
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he begin both times at the bottom of the column, the 
association of figures will be the same ; and if he has fallen 
into an error the first time, he will be apt to &11 into the 
same error the second time : but if he changes the order, 
the association of the figures will be diflferent, and he will 
not be likely to fall into the same error. Quickness can 
be acquired only by practice. But he will accelerate his 
speed by making his figures plain, and placing them strictly 
in a line under one another. He should also learn to cast 
without speaking, for the eye and the head will go fester 
than the lips. « 

He must also be taught to " call over." When he first 
comes into the bank he will call this sum, 315Z. 10a. 6d., 
three hundred and fifteen pounds ten shillings and six 
pence; but he will soon learn that more than half these 
w^ords may be suppressed, and he will say, three, fifteen, 
ten, six. And so in the larger amount, 4,785Z. 13«. 4c?., 
instead of saying, four thousand seven hundred and eighty- 
five pounds seventeen shillings and four pence, he will call, 
forty-seven, eighty-five, thirteen, four. By proceeding in 
tiiis way, and speaking quickly and yet distinctly, a column 
of figures may be called over and checked in a very short 
space of time. He will, however, take care to avoid ambi- 
guity. Thus, if the sum be 40Z. 5s. 6d,, he will not say 
forty, five, six, as that would mean forty-five pounds six 
shillings; but he will say, in this case, forty pounds, five, 
and six. In cases where the poimds consist of five figures, 
the two first denoting the thousands are expressed sepa- 
rately; thus 25,347^. Ss. Qd, is called over twenty-five, three, 
forty-seven, eight, six; and six figures, say 468,379Z. 8s. 6d, 
is called over, four sixty-eight, three seventy-nine, eight, 
six. 

He will also be taught to balance; that is, to find the 
difference between two sutns by addition, instead of sub- 
traction. Thus, if the two sums be 1,347^. I6s. 3d, and 
4,834Z. 19«. Sd, he will be apt at first to put one under the 
other and subtract, in this way — 

£4,834 19 8 
1,347 16 3 



Difference £3,487 3 5 
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But he must be taught to proceed by a mental process, 
and will add the difference to the smaller number, thus — 

£1,347 16 3 — £4,834 19 8 
Difference 3,487 3 5 

£4,834 19 8 

I — I. 

He performs this operation by beginning with the pence, 
saying, or rather thirihing, " three and five make eight," 
and so on. And thus the two sides of an account are 
made to balance; that is, both sides are of the same 
amount. 

The principle of balancing pervades the whole system 
of book-keeping. For example, we know that if to the 
amount of cash in the bank last night we add the amount 
received to-day, and deduct the amount paid to-day, the 
remainder will show the amount on hand to-night ; and 
a novice would very naturally put it down in this form — 

£ 

Cash on hand last night 100,000 

Received to-day 60,000 

160,000 
Paid to-day 80,000 

Cash on hand to-night £80,000 

But an accountant would arrange these four items in such 
a way as to form a balance, thus — 



£ 
Cash paid away to-day 80,000 
Cash on hand to-nigh t 80,000 

£160,000 



£ 
Cash on hand last night 100,000 
Cash received to-day .. 60,000 

Balance £160,000 



In keeping the Progressive Ledger, the principle of 
balancing is of constant occurrence. The ledg^-keeper 
brings out a new balance every time he turns to an ac- 
count. But he never deducts — always adds. And if he 
post several articles at the same time, the method is the 
same, thus — 

If the credit balance is £1214 3 7 

And he posts the following sums 
to the (^^tY of the account •••£141 2 4 

8 7 6 
49 3 11 
305 4 2 
£710 5 8 
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he will add up these items, and mentallj add a sum that 
will make the whole equal to 1,2 14Z. 3«. 7d, bringmg out 
this sum as a new balance, and placing it under the former 
one as he goes on. Thus he will say, or rather think,— 
" 4 and 6 are 10, and 11 are 21, and 2 are 23, and (here 
he must supply the figure) 8 are 31=7 and carry 2 ;" 
and he puts down the 8 in the pence division of the 
balance column; and goes on in the same way to the 
shillings, and afterwards to the pounds. When he has 
placed this sum, 710^. 5s, 8d, he adds up the whole, in- 
cluding this sum, in order to check the operation, and to 
be sure that he is right. 

He will then acquire a knowledge of the names and 
functions of the different books, and of the terms and 
phraseology used in book-keeping. The same book is 
sometimes called by different names in different banks, 
and different terms are employed to describe the same 
operations. But every clerk should use the language of 
the ofl&ce in which he is placed. He should call every book 
by its proper name, and employ the phrases which are 
used by others. For instance, if the word "money" is 
used to denote coin, he must always use it in that sense ; 
and not say " money" when he means bank-notes. 

It will be of great advantage to a sensible youngster, if 
one of the senior clerks should take the trouble to give 
him a general notion of the system of book-keeping, and 
show him the connexion that exists between the books 
that he keeps and the other books of the office. 

II. We shall now describe the system of Banking Book- 
keeping, as published in the former editions of this work. 

Every person, on opening an accoimt with a London 
banking-house, enters his name in a book called the 
Signature- Book, and this book is referred to whenever a 
draft is presented having a doubtful signature. The person 
is supplied free of cost with a book of printed drafts and 
a ca^-book, called in some houses a Pass-Book, in which 
is entered an account of his debts and credits, as often as 
he thinks proper to leave it for that purpose. 

London bankers do not usually give receipts for money 
paid into their hands, but they enter the amount into the 
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customer's book. A person paying money on account of 
a country bank, will sometimes require a receipt, and he 
is then given what is called a shop-receipt, in the follow- 
ing form :— 



London, May 1, 1827. 
Received of\the country bank"] the sum of one thousand pounds. 

To account for on demand. 

For Hope, Rich, and Co. ' 
£1000. J Cashier. 



The name of the party paying the money is not inserted 
in the receipt, as that would require a stamp. 

The payment of a draft, or a bill, is always made either 
in Bank of England notes, or sovereigns, as the party 
receiving it may desire. The London bankers never re- 
issue any country notes or bills of exchange, that may 
come into their hands. When a cheque is paid, it is can- 
celled by drawing the pen four times in diflferent direc- 
tions across the name of the drawer. In Scotland a paid 
note or cheque is said to be " retired" It is retired or 
withdrawn from circulation. 

Before explaining the banking system of book-keeping, 
I will deiine a few terms which are often used in connexion 
with the subject. By the word hilly is always meant a 
bill of exchange not yet due. The word cash denotes the 
various items included in a credit or cash entry, and may 
denote diie bills, cheques, bank notes, country notes, or 
coin. The terms cheqtie and draft are used synonymously, 
and denote an order on a banker, payable on demand. 
The word draft is never used in London to denote a bill 
of exchange, though this use of the term is very common 
in the country. Both bills and drafts are often called 
articles; and if they are cash, they are styled cash articles. 
An addressed bill is a bill made payable at a banking- 
house. A discounted bill is usually called a discount. By 
money is always meant coin. To post an article is to place 
or enter it in the ledger. One book is said to mark against 
another when the same entry is made in both books. One 
book is checked by another, when any error in one book 
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would be detected by some operation in another. To 
check a book, or an account, is to examine it, and prove it 
correct, or make it so. To cast, or cast up, means to add 
together. The balance of an account is the diflferenoe 
between the credit and the debit side. An account is 
said to balance when the credit and the debit side are of 
the same amount. To balance an account is to enter the 
balance, and to add up both sides, and then to bring down 
the balance as a new amount. The credit side of an 
account, or that on which the cash received is placed to 
the credit of a customer, is the right-hand side as you 
face the ledger ; the debit side is the left-hand side. In 
London, the establishments of bankers are usually called 
banking-houses, not banks. A person who has an account 
at a banking-house, is said to keep a banker, 

I shall now describe the various books in the order of 
the different departments to which they belong. 

I. — The Cash Department, 

The principal books in this department are the fol- 
lowing : — 

1. Two Waste-Books. — One is called the Eeceived- 
• Waste-Book, and the other the Paid- Waste-Book. In 
the former is entered an account of all the cash received, 
and in the latter is entered an accoimt of all the cheques 
and biUis paid. The Received- Waste-Book is ruled with 
a double cash column on the right-hand side of the page. 
In making an entry into this book, you will proceed as 
follows : — First, enter the name of the party who lodges 
the money; then enter it in the first cash column the par- 
ticulars of which the credit consists, specifying each par- 
ticular in the space at the left-hand. In receiving Bank 
of England notes, the number and date of each note must 
be mentioned ; but if the notes are numerous, make them 
up in a parcel, and write on the outside the total amount, 
and the name of the party of whom they were received. 
Call this parcel " Sundries " in your entry. These parcels 
of sundries will be marked, and sent to the Bank of 
England for other notes on the following day. Cheques 
on your own bank are to be entered by the ic^\£l<^ ^i ^iicL'6 
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drawer and the amount. Country notes are to be entered 
by the name of the London banker at whose house they 
are made payable.' These are distinguished from cheques 
upon bankers, by stating short the number and deno- 
mination of the notes — ^thus, -jV f • All gold and silver are 
to be called money. After entering all the particulars of 
a credit, add them together, and carry out the amount 
into the farther cash column. At the close of the day add 
up this outer column, and see that the total agrees with 
the amount in the Day-Book. 

If a customer brings his book with him when he lodges 
cash, the cashier enters the credit, and returns the book 
to him, unless it be left at the bank for the purpose of 
having the debit side also written up. 

In receiving money for a deposit receipt, the entry is 
made in the same way as when the money is placed to 
a current account; but the words Deposit Receipt, or 
the letters D. R., are written against the name of the 
depositor. 

In the Paid-Waste-Book is entered an account of all 
the bills and cheques paid by the bank. This book is 
ruled on each page with a cash column on the right hand,^ 
and another on the left hand, leaving a space between. 
When a cheque is paid, the amount is placed in the left- ♦ 
hand cash column — then the name of the drawer in the 
open space — and in the right-hand cash column are 
entered the particulars of the payment. Bank of England 
notes are entered by their number. It is not necessary 
to enter the date, as that can be found if necessary either 
in the Cash-Book of the preceding evening, or in the 
Received -Waste-Book, or the Lists of the same day. 
When a deposit receipt is paid, the same order is ob- 
served, but the letters D. R. are added. All gold, silver, 
and copper are called money. At the close of the day, 
all the payments are added together, and should agree 
with the amount in the Day-Book. 

Each cashier has a Received-Waste-Book, a Paid- 
Waste-Book, and a Money-Book. 

2. Money-Book. — This is a small book, ruled with a 
cash column on the right-hand side of each page, and it 
contains an account of all the coin, that is, the gold, silver, 
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and copper in the bank. Each cashier will enter in his own 
Money-Book the money he receives and pays in the course 
of the day. On the left-hand page of the book he will 
copy from his Paid- Waste-Book the various sums of money 
he has paid, and on the right-hand page he will copy from 
his Received- Waste-Book the various sums of money he 
has received. In each case he will enter against the 
respective sums the totals in which they are included. 
Thus, if in paying a cheque of 175L2s. 6d., he pay 5 -2 '6 
money, he will enter it thus— "£175 2. 6. £5-2-6." 
The money is counted up at night, and must agree with 
the balance of the Money-Book ; and this balance is then 
entered in the Cash-Book. 

3. Cash-Book. — In this book is entered every night a 
specification of all the cash in the bank. The items will 
consist i^efly of Bank of England notes, parcels of sun- 
dries, country notes, cheques on other banks, and the 
balance of the money. The Bank of England notes are 
entered by their number, date, and amount The parcels 
of Bank of England notes, called sundries, are entered by 
the word "Sundries," then the name of the parties of 
whom they were received, and the amounts; country notes 
by the name of the coimtry bank, and the London agent 
at whose house they are made payable; cheques on other 
banks by the name of the drawer of the cheque — the 
name of the banker, and the amount. In this book 
generally the cash articles are more fully described than 
in the Received-Waste-Book. In some banking-houses the 
Cash-Book is called the Stock-Book, and in others the 
Make-up-Book. 

4. DAy-Book. — ^This book is ruled with a double cash 
colimin at the right-hand side of each pftge. The ac- 
countant enters in the Day-Book an account of all cash 
paid and received during the day, placing each transaction 
under the class of operations or accounts to which it 
belongs. On the left-hand page of the book he enters the 
cash which is paid, and, on the right-hand side, the cash 
which is received. He commences by writing the day of 
the week, and of the month : then on the left-hand side 
he writes a heading, " Current Accounts." Under this 
head he enters all the cheques paid, copying from the 
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cheques the name of the drawer, and the amount, which 
is placed in the first cash column. The sum of all the 
cheques is brought forward into the second cash column. 
The second heading is " Deposit Receipts ;" under which 
head the individual receipts paid are entered, mentioning 
the number, the name of the depositor, and the sum ; and 
bringing out the total amount, as before, into the second 
cash column. 

, The accountant may, if he please, make these headings 
in the morning, leaving such a space for the transactions 
under each head, as his experience may show him to be 
necessary. Thus, he may keep up his Day-Book through- 
out the day, and merely have to add it up and balance it 
when the bank closes. The other headings may be, " Bills 
Discounted this day," " Interest paid on Deposit Receipts," 
"Bank Premises," "Incidental Expenses," "Branch Ac- 
counts," &c. &c. answering to the accounts in the General- 
Ledger. 

On the right-hand page, or credit side of the Day-Book, 
the cash received is entered under corresponding head- 
ings, as "Current Accounts," "Deposit Receipts," 
" Bills Discounted paid this day," &c. &c. The entries 
under the heads of Current Accounts, and Deposit Re- 
ceipts, are copied from the Received- Waste-Books : the 
entry expresses only the name and the amount. 

After all the entries have been made, add up the debit 
and the credit sides. To the credit side, add the amount 
of the Cash-Book on the preceding evening ; to the debit 
side, add the amount of the Cash-Book on the same even- 
ing ; and, if the totals agree, the " bank is right," that is, 
the transactions of the day have been correctly entered ; 
but if not, then the bank is wrong, and the error must 
be discovered by " marking off" the various books. 

In large establishments the Day-Book is divided into 
two books; the debit side forming one book, and the 
credit side the other book. One is called the "Paid-Day- 
Book;" and the other, the " Received-Day-Book." The 
advantage of this division is, that two persons can be em- 
ployed at the Day-Book at the same time. In some banks 
the Day-Book has three cash columns, the third being 
used for transfer entries. These are entries in which no 
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cash is actually paid or received by the bank; but an 
amount is transferred from one account to another. In 
other banks, all the transfers are passed through the 
Received- Waste-Book. By some London houses the Day- 
Book is called the Cash-Book, and its two divisions are 
called the " Kbcbivbd-Cash-Book " and the "Paid-Cash- 
Book." 

5,. Current- Account-Ledger. — In this book every cus- 
tomer has a separate account. The sums received to his 
credit are posted from the credit side of the Day-Book, 
and the Ledger folio is placed in the Day-Book, in a 
column ruled for that purpose. The debit side is posted 
from the cheques themselves, and the Ledger folio placed 
in the debit side of the Day-Book on the following morn- 
ing, when the Day-Book is marked against the Jjedger. 
The entry of a cheque in the Ledger includes the date of 
payment, the name of the party to whom it is payable, 
and the amount. The entry of a credit includes tiie date, 
the word "Cash," and the amount When the cash is 
paid into the bank by a third party, it is usual to enter it 
in the Ledger as " Cash per A. B." When a credit arises 
from a bill lodged for collection having become due, the 
name of the accepter is substituted for the word cash. 

Some banks follow what is called the progressive plan 
of keeping the Ledger. By this plan the balance is 
brought out every day, and thus we see the progress of 
the account. In the ordinary way, each page of the 
Ledger is divided into the debit and the credit side, and 
each side has ruled columns for the date, the transaction, 
and the amount. But in the progressive Ledger there is 
only one column for the date of both the credits and the 
debits — one space for a description of the transaction, 
whether credit or debit — and then three cash columns. 
The first column is the debit column; the second is the 
credit column; and the third is the column into which 
the daily balance is brought out. The advantage of this 
plan is, that you can see at once what sum a party has on 
his account, without the delay of adding up the debit and 
the credit columns. Most banks that allow interest on the* 
balance of the current accounts, keep their Ledger on the 
progressive plan 5 and, besides the coVvxuiT^ \ 'W^^ xs^sbs^- 
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tioned, there are, on the right side of the balance column, 
a space for inserting the number of days the balance may 
remain stationary, and two interest columns — one for the 
interest of a credit balance, and the other for the interest 
of a balance overdrawn. Most banks divide the Current- 
Account-Ledger into two or more parts, and the names of 
the depositors are placed in alphabetical order, from the 
beginning of the first Ledger to the end of the last. 

6. Dbposit-Rbceipt-Book, — Deposit Keceipts are re- 
ceipts granted for sums of money that are Hkely to remain 
a considerable time, and upon which interest is allowed. 
These receipts are distinguished from current accounts. 
Cheques cannot be drawn against any sum lodged as a 
deposit receipt; but when the amount, or any part thereof, 
is withdrawn, the receipt itself must be produced at the 
bank, and delivered up. The Deposit-Beceipt-Book is not 
kept ledger-TJtme ; that is, each person has not a separate 
account opened for him in a distinct part of the book, but 
tiie receipts are entered chronologically, according to the 
date of the lodgment. The entry includes date of lodg- 
ment, name of depositor, profession, residence, amount, 
interest paid, principal and interest. The last two par- 
ticulars are of course not entered until the receipt is can- 
celled. If a party is desirous of withdrawing only a part 
of the lodgment, the whole receipt is entered as paid, and 
a new receipt made out for the sum which remains. 

II. — The Bill Department, 

Bills are divided into two classes — bills deposited, and 
biUs discounted. Bills deposited are bills lodged in the 
bank for collection, to be placed, when due, to the credit 
of the depositors. Bills discounted are those for which 
the money has been advanced, and which are, therefore, 
the property of the bank. These two classes of bills are 
entered in separate sets of books ; but, as the books are 
kept in nearly the same manner, I shall describe them 
together. 

1. Bii;*l-Register. ") These books are kept, as the 

Discount-Register, j word register seems to imply, 

chronologically — ^the bills being entered immediately after 

e&ch other, in the order in which they come into the bank. 
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The entry includes date when deposited or discounted, 
name of ingiver, drawer, accepter, date, term, when due, 
amount, daily amount. The bills are numbered, and the 
register-number placed upon each bill. The daily amount 
of the Discount-Register is entered in the debit side of 
the Day-Book, under the head, " Bills Discoimted this 
day." I advise that the headings of the columns of this, 
and of all the other books, be printed. This saves time 
and prevents mistakes. 

2. Bili/-Ledger. *) In these books a separate ac- 
DiscOunt-Ledger. S count is opened for each party : 

and the Bame bUls whicli have previously been ente^d in 
the Registers are entered in these Ledgers ; but the entry 
is much shorter. A fall, description of a bill is given in 
the Register only, and the register-number is placed as a 
reference in every book in which the bill may subsequently 
be entered. The entry in the Bill, or Discount-Ledger, 
includes date when deposited or discounted, name of 
accepter, when due, and amount. In some banks the 
Discouilt-Ledger is kept upon the progressive plan, which is 
very useful, as it shows at once to what amount any party 
may be under discount. In addition to this, some banks 
place in the Discount-Ledger an account of all bills they 
may have discounted, to which the party is an accepter. 
These biUs are distinguished from .those which have been 
discounted for the party himself, by being placed on the 
left-hand side of the page. This accoimt is also kept on 
the progressive plan. A Discount-Ledger, kept in this 
way, will have three cash columns ruled on each side of 
the page : the three on the left-hand will be headed, 
" Where Accepter ;" and the three on the right-hand will 
be headed, " Where last Indorser." Between the two 
sets of columns will be entered — date when discounted — 
register-number — ^name of accepter or drawer — ^when due. 
The advantage of this plan is, that on turning to any 
party's accoimt, you see at once the whole of his engage- 
ments to the bank, whether arising from bills that have 
been discounted for himself, or bills to which he is only 
the accepter. 

3. Bill-Journal, *) In these journals the bills are 
Discount-Journal. ) entered \mdBx \)ti^ x^ss^^i^^k^^ 
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days on which they fall due. For this purpose the day of 
the week, and of the mouthy is placed at the top of each 
page. This book may be made to last exactly a year, by 
having headings for every day, from the 1st January to 
the 31st December, omitting Sundays. The entry includes 
the register-number, name of depositor, or for whom it 
was discounted, accepter, and amount. The Discount- 
Journal has three cash columns ; one for the amount of 
each bill, another for the bills paid, and another for those 
unpaid. The entry is made in the first column, on the 
day the bill is discoimted ; and in the other two on the 
day the bills fall due. The total amount of bills paid each 
day is copied from the Journal into the received side of 
the Day-Book. Those unpaid are- entered into the transfer 
column of the Day-Book, and in the Past-Due-Bill- 
Pook. The Bill-Journal need only have one cash column, 
as most banks find it more convenient to credit their cus- 
tomers' accounts with all the bills on the day they fall due, 
and debit thom on the following day for those that remain 
unpaid. Those banks, however, that prefer it, may have 
separate columns in the Bill-Journal, for the paid and the 
unpaid bills ; and, in that case, the unpaid bills are returned 
on the following day to the depositor, without being passed 
through his cash account. This is sometimes called, being 
" entered short." Some banks make one book serve the- 
purpose of both a Bill-Journal and a Discount-Journal ; 
one page of the book being used as a Discount-Journal, 
and the opposite page being used as a Bill-Journal. 

4. The Lists. — Each banking-house divides London 
into a certain number of districts, according to the extent 
of its business. Each district is called a Walk, and usually 
takes its name from the direction in which it lies ; as the 
East Walk, the West Walk, and so on. To each walk is 
assigned a book, in which is entered every day a list of the 
bills due in the walk; and hence the book is called a 
List. Each List takes its name from the walk to which it 
belongs ; as the East List, the West List, &c. The page 
is divided into foiu* columns ; the first and third of which 
are cash columns. In the first column is entered the 
amount of the bill ; in the second, the name of the ac- 
cepter and the. register-number. This is done the day 
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before the bills axe due. After the teller has returned 
from presenting these bills for payment in his walk, he 
''answers" each bill j that is, he places against it an ac- 
count of the cash he has received for it, whether cheques, 
bank notes, or money. The amount is entered in the 
third column j and, in the fourth, the description of each 
kind of cash. If the bill be not paid, he writes L. D. for 
" left direction," and then enters tiie bill in the " Unpaid- 
List." 

In the Unpaid-List are entered all the bills not paid 
when presented for payment. In the course of that day or 
the following these bills are "answered," either by being paid, 
or by being passed to the debit of a customer's accoimt, 
or by being transferred to the Past-Due-BiU-Book. In some 
banks the Unpaid-List is called the '* Takb-up-Book." 

Cheques upon other banks are entered in the Lists in 
the same way as bills, imless the bank sends a clerk to the 
Clearing-house, and then they are entered in the "Clearing- 
out-Book." 

From this description it will be seen that when a sum is 
received to the credit of a current-account, it is entered in 
the Received- Waste-Book, copied from thence into the 
Day-Book, and from thence into the Current-Accoimt- 
Ledger. When a chequens paid to the debit of a current 
account it is entered from the cheque itself into the Paid- 
Waste-Book, the Day-Book, and the Current-Account- 
Ledger. 

When a sum is received for a deposit receipt, the sum 
is entered before the receipt is granted in the Deposit- 
Receipt-Book, and afterwards in the Receipt-Waste-Book 
and Day-Book. When a deposit receipt is paid, it must be 
discharged in the Deposit-Receipt-Book, then entered in 
the Paid- Waste-Book, and afterwards in the Day-Book. 

When a bill is discounted, the discount is calculated by 
the accountant, who at the same time observes if it is 
drawn on a proper stamp, and is in every respect a regular 
and negotiable instrument. If the party for whom it is 
discounted have a current account, the fuQ amount of the 
bill is placed to his credit, and he is debited for the 
interest. If he have no account he is paid the amount 
minus the discount, and the entry is made m tV^a "^^^-^ 
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Waste-Book. The bills discounted each day are entered 
individually in the Discount-Register, and the total amount 
copied into the Day-BooL The bills are also entered indi- 
vidually in the respective accounts in the Discount-Ledger, 
and under the days they fall due in the Discount-JoumaL 
When these bills are due, the amount paid each day is 
entered in the Day-Book in the cash column, and the 
amount unpaid is transferred to the Past -Due-Bill account, 
and is entered in the Day-Book in the transfer column. 

When a bill is deposited, it is entered in the Bill- 
Register, the Bill-Ledger, and the Journal When due it 
is placed to the credit of the party by whom it was lodged, 
and is copied from the Journal into the Day-Book, thence 
into the Current- Account-Ledger. If unpaid, the account 
is debited on the following day, and the bill is returned to 
the depositor. 

At the commencement of each day, all the entries made 
the preceding day in the Day-Book, are marked against the 
respective books by the accountant, or under his super- 
intendence. He also marks the Cash-Book, and checks the 
adding-up. The Customers' Books are then compared with 
the Current-Accoimt-Ledger. The debit side of these 
books is usually written up the precediDg evening from 
the vouchers by the tellers, or out-door clerks. The ac- 
countant writes up the credit side, and sees that both sides 
agree with the Current- Account-Ledger. 

IIL — The Country Department, 

In this department is managed the business of the 
country banks, and of those customers who live in the 
country. When the letters are dehvered in the morning 
by the postman, one clerk takes them and enters in the 
Waste- Book the cash enclosed in the letter to the credit 
of the respective parties. Another clerk takes the letters 
and enters the hUU in the Country-Bill-Register, the Bill- 
Ledger, and the BiU-Joumal. The letters are then handed 
to a third clerk, who copies off into a book all the pay* 
ments, which are to be made immediately in cash. This 
book is usually called the Draft-Book, as the party re- 
ceiving the money signs a draft for the amoimt, which is 
as good as signing a receipt. If the payment is to be 
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made to a banker, he receives notice in a printed form, 
called a memorandum ; but if the payment is ordered to 
be made to a private individual, he must call for it, and 
claim the exact amount. The following is the form sent 
to a banking-house. The right-hand side is filled up by 
the house to whom it is sent, and the memorandum is 
paid through the clearing. 



London, December 1, 1834. j^>^^^f^_ London, December 1, 1834. 

Messrs, Steady <fc Co. ^^^^^ ^^^' ^^J* S^ "^ ^^' 

Beceive of [the country bank] ^^^^g , ^«y 5' ^%^*?- ^ ^«^^» 
per Messrs, Hope, Rich <k Co. ^^^^S Oi^sumofonehundred pounds, 
the sum of iglOO. ^^^S ""^ «^«*'i«// [t^^ country bk.] 

^^a!5.£=&«=» jf^ jJfM^r*. Steady <fe Co. 



On account qf [E. F. Esq.] ^^"^^ £100. A Clerk. 



A fourth clerk now takes the letters, and enters all the 
advices (that is, bills advised to be paid when due) in the 
Advice-Book and in the Advice-Journal. The correspond- 
ing clerk who answers the letters usually manages the 
stock department. Hence he observes the orders to pur- 
chase or sell stock, to procure powers of attorney, and 
other business of that kind. When writing a reply to the 
letters received, he notices if all the items in the letters 
are marked by the proper clerks. If anything is wrong he 
is informed of it. Bankers' letters are usually short and 
plain, comprising only two or three lines. The following 
example includes all the ordinary topics. 

Messrs. Hope, Bich & Co. Bankers, London. 

Country Town, May 1, 1827. 

Gentlemen, — ^Enclosed we remit you sixteen bills, vahie 
1,750/. and cash 250/. making together 2,000/. to our credit ; 
and we subjoin a list of payments and advices, to be made to our 
debit. We will thank you to purchase 10,000/. new fours, in the 
name of James Wealthy, gentleman, of Stately House, near 
Prince Town ; and forward us a power of attorney for sale, and 
dividends of 200/. Consols, now standing in the name of Susan 
Thrifty, spinster, of this place. Please inform us of the respect- 
ability of Messrs. John Careful & Co. of Southwark — they bank 
at Messrs. Steady & Co. Lombard-street. The bill you sent us to 
present here for payment has been paid, and we credit yOu 50/. 
the amount. We nerewith send you the signature of oux te^aifc^^v 



248 A PRAOnOAL TREATISE 

Mr. John Keen, who is going to London, and whose drafts to the 
extent of 3,000/. we wish you to honour to our debit. On Mr. 
Keen's return, which will be in about a week or ten days, he will 
bring with him our paid notes. 

We are, Gtentlemen, 

Your obedient Servants, 

Keen, Busr & Co. 

[reply.] 

Messrs. Keen, Busy & Co. Bankers^ Couwtry Town, 

London, May 1, 1827. 

(Jentlemen, — We have received your favour of yesterday's 
date, enclosing sundries, value 2,000/., which we have passed to 
your credit, and note your lists of payments and advices. We 
also credit you 1,470/. 16*. 6fl?. per Messrs. Grood & Co. on account 
of John Green. We have inquired of Messrs. Steady & Co. as to 
the respectability of Messrs. John Careful & Co. and are informed 
they are highly respectable. We now enclose a stock receipt for 
Mr. James Wealthy's 10,000/. new fours, 10,012/. 10*. to your 
debit ; and also Susan Thrifty's power of attorney, for which we 
debit you 1/. 1*. ^d.\ also a dishonoured bill on Badluck, noted, 
100/. \s. M. to your debit : and your weeklv cash account and 
monthly account current, which we trust will be found correct. 
We debit you 50/. for the bill you had the goodness to present for 
us ; and we now inclose another on White, 120/. which we will 
thank you to get accepted and return. We have opened a credit 
in favour of Mr. John Keen, for 3,000/. and will forward your 
paid notes by him as requested. 

We are. Gentlemen, 

Your obedient Servants, 

Hope, Rich & Co. 

Those London bankers who act as agents to banks^ or 
to other parties in the country, will have occasion for the 
following books. The first seven are kept in the same 
manner as the corresponding books in the Town Depart- 
ment. All the entries in the Country-Ledger, as well as 
those in the Town-Ledger, must first pass through the 
Waste and Day-Books. The credit side of the Ledger is 
posted fi:om the Bill-Journal and the Day-Book. The deh\t 
side is posted fi:om the vouchers themselves, and, like the 
debit side of the Town-Ledger, will mark against the Paid- 
Day-Book and the " Clearing-in-Book." 

1. A Country-Ledger. 

2. Coimtry-BiU-Register. 
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3. Country-Discount-Eegister. 

4. Country-Bill-Ledger. 

5. Country-Discoimt-Ledger. 

6. Country-Bill-Joumal. 

7. Country-Discount-Joumal. 

8. Advice-Book.: — In this book are entered an account 
of bills advised to be paid on account of the Country 
Banks. This book is kept ledger-wise, each bank having 
a separate account. 

9. Advice-JoumaL — This book is similar to the Bill- 
Journal, and it contains the advices under the heading of 
the days on which they are to be paid. 

10. Credit-Book. — This book contains an account of 
the credit granted by a country bank in favour of any 
party. Each party has an account open for him in this 
book, and the amount of his credit is placed to this 
account. He is debited for such cheques as he may draw, 
and the cheques are then passed to the debit of the 
country bank in the Country-Ledger. 

11. Acceptance-Book. — In this book are entered those 
bills which have been received from the country, and 
which require the acceptance of the party on whom they 
are drawn. The entry includes the date when taken out, 
the name and residence of the drawee, the register-number, 
and the amount. There are also two vacant columns, in 
one of which the clerk who takes the bill for acceptance 
enters his initials when he brings it back ; in the second 
column are entered the initials of another clerk to whom 
the bills when " brought in from acceptance" are delivered. 
Though this book is connected with the country depart- 
ment, it is usually kept in the town office. 

12. Stock-Book. — London bankers have usually powers 
of attorney from their correspondents in the country, 
authorizing them to receive dividends on the Government 
funds. Ail these are entered in a book called the Stock- 
Book. The book is divided into several parts for the dif- 
ferent kinds of stock, as 3 per cent. Consols, 3 per cent. 
Eeduced, &c. &o. In each division are entered the powers 
of attorney held by the bank. The entry includes date of 
the powers, names of the attorneys, names of the holders 
of the stock, and the amount. These entries should be 

M 3 
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made a tolerable distance apart from each other, to leave 
room to notice any alteration that may take place in the 
amomit of the stock either by sales or new purchases. 

Every country bank keeps an account with a London 
bank. The country banker receives from London a weekly 
statement of his cash accounts, and a monthly account 
current. The cash account is a copy of the London banker's 
ledger. But as the London banker does not consider as 
cash any thing which may not be hnmediately turned into 
Bank of England notes, the cash account does not exhibit 
a statement of the undue bills which the country banker 
may have remitted, nor of the bills which he may have 
advised to be paid. By means of a monthly account current 
he has a friU view of all these transactions. On the credit 
side of the account current is entered the total amount of 
each remittance, whether it consists of bills or cash. These 
are followed by entries of ''extra" sums of cash that have 
been lodged to the credit of the country bank by parties 
resident in London. On the debit side of the account 
ciurent is placed the total amount of the " advices ;" that 
is, of bills advised to be paid, and also any " extra " pay- 
ments of ''drafts" to persons in London. Then the 
account is balanced, and we have an easy check by which 
any error that may have crept into either the cash ac- 
count or the account current is detected. For if both 
accounts be correct, the amount of advices not yet due, 
added to the balance of the account current, will be equal 
to the amount of bills not due, added to the balance of 
the cash account. 

IV. — The Note Depaiiment 

Those banks that issue notes will have occasion for 
A Note-Register. — In which the denomination, number, 
and date of the notes, will be entered when prepared for 
circulation. The total amount of notes, as soon as they 
are received from the stamp office, or at least as soon as 
they are signed by the banker or manager, are entered to 
the credit of "note account," and are afterwards taken 
down daily as part of the " cash " in the possession of the 
bank. If the notes on hand be deducted from the balance 
of the note account, the remainder will show the amount 
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of notes in circulation. Another way is to open an ac- 
count for "Notes in Circulation," and to credit this 
account for the notes on hand every morning, and debit 
it for the notes on band every nigbt : the balance will 
show the amount of notes in circulation. There should 
also be a book for the " Register of Cancelled Notes," in 
order to keep an account of those notes which, having 
become unfit for further use, have beeii cancelled and 
destroyed. The notes when cancelled are placed to the 
debit of the " Note Acco^^lt." 

V. — The Branch Department 

In those banks that have branches, the head-of&ce 
keeps an account with each branch, in the same way as 
a London banker keeps an account with a country bank. 
There is usually an additional "Bill-Register" for the 
bills payable at branches. Each branch has also two Bill- 
Registers, for the bills payable at head-office, and the bilk 
payable at branches, and frequently another for the bills 
sent for collection to agents, where the branch does not 
remit all its bills to the head-office, but direct to agents 
in other places in order to be collected. Every couptry 
banker has also similar Bill-Registers for " Bills payable 
in London," "Bills payable at Bristol, Manchepter, &c." 
as the case may be ; and of course corresponding accounts 
must be opened in the General-Ledger. 

There must also be a book for entering " Branch Notes 
paid." These notes may either be placed as the debit of 
the branch on the day they are paid, or they may be 
carried daily or weekly to the debit of an accoimt to be 
called "Branch Note Account," and may be placed to 
the debit of the branch on the day they are sent home. 

VI. — The General-Ledger. 

Into this Ledger, under the various accounts, will be 
entered the totals of the corresponding headings or ac- 
counts specified in the Day-Book. The accounts in this 
Ledger denote the various classes of operations, and the , 
balances show at all times the exact state of the bank. 
Every Saturday night the totals and balances of these 
accounts should be taken off on a balance-sheet. When 
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all the debits are added together, and all the credits are 
added together, the two sides will agree ; that is, they will 
be of the same amount. These balancp-sheets may be 
printed and bound together in a book, to be called '^ the 
General-Balance-Book.** I cannot better explain the 
Genaral-Ledger than by giving the form of the weekly 
balance-sheet, with the names of those accoimts which 
most banks have occasion to introduce. I have dis- 
tributed these accounts into five classes : — 1. Lodgments. 
2. Investments. 3. Expenditure. 4. Cash Account, with 
Branches; and 5, Proprietors^ Accounts. Each bank, 
however, will open such accounts as are adapted to its 
transactions. Whatever books the business may render 
necessary will require to have corresponding accoimts. 
The General-Ledger contains the summaries of all the 
other books. Thus, the account called "Current- Ac- 
counts," contains the summary of the Current- Account- 
Ledger. The account called "Deposit-Receipts," is a 
summary of the Deposit-Receipt-Book. The account 
called " Bills discounted," is a summary of the Discount- 
Register and the Discount-Journal. In this way every 
iWk in the office has a corresponding summaiy in thi 
General-Ledger. Hence, this book is a check upon all 
the other books ; and by means of these summaries, the 
partners or directors of a bank can see at once the actual 
state of their af^drs, and can trace the progress or decline 
of different branches of their business. 

Every branch of a Joint- Stock Bank has a " General- 
Balance-Book," and sends to the head-office every week a 
balance-sheet of its affairs as they stood on the previous 
Saturday night. At the head-office these various balance- 
sheets are consolidated, and form a general statement of 
the affairs of the whole bank. This statement comprises 
the balance of the General-Ledger at the head-office, and 
that of each branch. These statements are printed and 
boimd together beforehand, so as to form a book — it is 
called the Statement-Book, and is laid before the directors 
at their weekly meetings. The balances of the General- 
Ledger are given in the form on the opposite page (253), 
and those of the Statement-Book in the form at page 261. 
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It will be observed, that the accounts introduced into 
the preceding balance-sheet are such as would be necessary 
to a London bank that had country agencies and branches, 
and issued notes. No such bank exists. But I have 
introduced all these accounts that each bank may take 
those which are adapted to its transactions. It will also 
be observed, that I have kept the coimtry business distinct 
from the town business ; so that the comparative extent 
of each may be immediately perceived. I have introduced 
cash columns for the amounts as well as the balances ; 
for although the balances are sufficient to show the actual 
state of the bank, yet the amounts are necessary to show 
the business that has been done since the previous half- 
yearly balance. 

1. The first class of accoimts, under the head of Lodg- 
ments, are all credit accounts; that is, the balance is on 
the credit side. 

Current Accounts are those which are usually kept by 
the London bankers, and are called by the Bank of 
England, "Drawing Accounts." Deposit Receipts are 
more permanent lodgments, upon which the joint-stock 
banks allow interest. The account "Bills Deposited," 
not being a cash account, might be omitted without de- 
ranging the balance of the General-Ledger. If introduced, 
its balance must be placed on both sides the balance-sheet, 
or the totals will not agree. The General-Ledger is no 
check upon the accuracy of this account. It should, there- 
fore, be checked periodically, by taking off the daily 
amounts current from the Journal, and comparing the 
total with the balance of " Bills Deposited in the General- 
Ledger." 

Some banks distribute their bills deposited into several 
accoimts, as *' Bills Deposited by Agents," " Bills Depo- 
sited by Branches," " Bills Deposited by Private Parties," 
&c. &c. On the debit side of the General-Ledger these 
"bills deposited" are mixed with the bills discounted in 
different accounts, according to the places where the bills 
are payable, as "London Bills," ''Manchester Bills," 
" Branch Bills," &c. Those deposited bills that are pay- 
able in the place where the bank is established, are usually 
distinguished from the discounted bills; on^ account being 
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lUed '^ Local Bills Discouuted/' and the other '' Local Bills 
deposited." 

Notes in Circulation. — ^When the notes are made 
fcjyable at any other place beside the place of issue^ this 
bcount will only show the " apparent circulation," as the 
iDtes that have been paid by the agents, or at the other 
lanches of the bank, cannot be brought into the account 
iOtil they have been returned for re-issue. I have classed 
ioB account under the head of Lodgments, because it 
enotes a portion of the debt due firom the bank to the 
nblic. 

Cbedits on Agents. — ^When a bank grants a Bill, or 
setter of Credit, upon their agents, the money received is 
laced to the credit of this account. When the bill is due, 
r the credit paid, it is placed to the debit of this account, 
nd to the credit of the agent's cash account. The busi- 
1688 of some banks requires a subdivision of their credits, 
8 *' Credits on London Agents," "Credits on Bristol 
kgents," &c. Some banks have also an account for 
' Credits on Branches ; " but, where all the credits granted 
re payable on demand, they are usually placed at once to 
he credit of the cash account of the branch on which 
hey are drawn. 

2. Investments. — The accounts belonging to this class 
jre all debit accounts ; that is, the balance (if any) is 
Iways on the debit side. 

In the foregoing balance-sheet it is presumed that all 
he bills are payable in London, as the London bankers do 
lot discount bills payable elsewhere. The division into two 
xx^ounts is merely to show the comparative extent of the 
own and the country business. The first account includes 
he bills discounted for parties resident in London, and the 
eoond includes the bills discounted for parties resident in 
he country. Where the bills are payable at different 
Jaces, they are referred, as I have sdready intimated, to 
liflferent accounts, as "London Bills," "Bristol Bills,'* 
' Manchester Bills," &c. It is not usual, m these cases, 
distinguish between the bills discoimted and the bills 
leposited, but to place them together on the same ac- 
ount j for instance, the account "London Bills" would 
Qclude all bills payable in London, whether discounted 
V deposited. If thought proper, howeN«t, "VJas^ xMK3.\i«k 
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easily divided into separate accounts, as '^ London Bills 
Discounted," and " London Bills Deposited." 

Past-due-Bills. — When a discounted bill is not paid, 
it is transferred to the debit of this account. '^ Bills 
deposited*' never pass into this account, but if unpaid, 
are returned to the parties by whom they were deposited. 

When the bank purchases " Grovemment Stock," " Ex- 
chequer Bills," "India Bonds," &c. the purchase-money 
is passed to the debit of an account raised for the purpose. 
Upon re-sale the account is credited for the money re- 
ceived, and the difference between the money invested and 
the money received is passed, at the end of the year, to 
the debit or the credit of profit and loss account. 

LoANa — This accoimt is debited for the amount of 
any loan granted to a customer, or to any other party, on 
security. When a customer wants a temporary advance, 
the usual way, in London banks, is, not to let him over- 
draw his account, but to place to his credit the sum he 
jnB.j require, and debit the loan account. The interest is 
charged upon the ftdl amount of the loan. When the 
loan is repaid, this account is credited. 

3. Expenditure. — The accounts under this head re- 
quire little explanation. " Bank Premises" is debited for 
the expense of ^tering, painting, &c. the buildings and 
offices connected with the bank. The other accounts are 
debited for the different classes of expenditure as they 
occur. At the end of the year these accounts are credited, 
and the several amounts are placed to the debit of profit 
and loss account. 

4. Cash Account with Branches. — ^The title of this 
class of accounts is sufficiently explanatory. I will only 
observe, that in some banks each branch keeps a distinct 
cash account with every other branch, and with the several 
agents of the bank with whom it may have transactions. 
But, in other banks, each branch passes all its transactions 
through its cash account with the head-office. It debits 
the head-office for whatever it may remit to either a 
branch or an agent, and it credits the head-office for 
whatever sums it may receive from a branch or an agent. 

5. Proprietors' Account!^ — This class of accounts 
refers to the internal operations of the bank. 

Paid-up Capital. — If the capital has been paid up 
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at different times, this account may be divided into 
"First Instalment," "Second Instalment," "Third 
Instalment," &c. 

Preliminary Expenses. — Several joint-stock banks have 
passed to an account of this sort the expense of forming 
the company ; and these expenses are discharged out of 
the profits, by equal portions, in the course of five or ten 
years. This is considered a more equitable mode than to 
pay these expenses out of the profits of the first two or 
three years. 

Surplus Fund. — ^When the whole of the annual profits 
are not divided among the partners or proprietors, the 
surplus is transferred to an account, (»lled " Surplus 
Fund," where it remains for the purpose of being applied 
to meet any losses or contingencies' that may occur in 
after years. 

Profit and Loss. — ^To the credit of this account is 
placed all interest and commission received; and to the 
debit is placed all interest paid. These entries are made 
at the time the transactions occur. At the end of the 
year this account is credited for all the profits that have 
been made during the year upon Government Stock, 
Exchequer BiUs, &c., and is debited with the several 
items of expenditure. The Profit and Loss Accoimt 
may be subdivided into several accounts, as " Interest 
Keceived on BiUs Discounted,** "Commission Received," 
"Interest Paid on Deposit Receipts," "Charge for 
Agency," &o. <kc. When it is not thus divided, a com- 
plete abstract of the account should be made out at the 
end of the year. 

General Account op Cash. — The introduction of this 
account makes the General-Ledger a perfect check upon 
the other books. For by this means the total of all the 
balances of the debit side of the General-Ledger are equal 
to the total of all the balances of the credit side. To the 
debit of this accoimt is passed, every day, the total amount 
of the credit side of the Day-Book ; and the account is 
credited for the amount of the debit side of the Day-Book ; 
consequently, the balance of this account will be always on 
the debit side, and will be equal to the difference between 
the sum of all the other debit balances, and the sum of 
the credit balances ; that is, it ViW. ^o^' \}cife ^\sissvasX» ^*^ 
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cash in the bank. The General-Ledger is always kept on 
the progressive plan,* so that the balance of any account 
can be seen upon inspection; and its progress from any 
past period can be distinctly aud readily traced. 

VII. — Periodical Balances, 

Daily Balance. — It is well known that bankers try 
their balance at the close of their business every night, 
with a view of correcting any eiTors that may have oc- 
curred during the day. The process is very easy. If to 
the amount of the Cash-Book last night, we add the 
amount of the cash received to-day, and deduct the amount 
of the cash we have paid, the remainder will be the amount 
of the Cash-Book to-night. If, on trial, we find this is not 
the case, there must be some error. Suppose, for instance, 
the Cash-Book last night amounted to 1 00,00 OZ., and we 
have received 40,000^. and paid 50,000^. to-day, then will 
the Cash-Book to-night amount to 90,000^. The trial 
stands thus : — 



Cash-Book last night 
Received-Day-Book . 



£100,000 
40,000 

£140,000 



Faid-Day-Book 
Cash-Book to-night 



. £50,000 
. 90,000 

£140,000 



The daily balance, therefore, is nothing more than the 
balance of the Day-Book; and the only books employed 
are the Day-Book and the Cash-Book. But as these books, 
when finally closed, include the amount of several other 
books, the trial is usually made (for the purpose of avoid- 
ing alterations) on a half-sheet of paper, called the trial 
paper, previous to those entries being made, and then the 
amounts of these several books are stated separately, in 
the following manner : — 



Dr. 



BANKING HOUSE. 



Cr, 



last 



Amount of Cash-Book 

night M 

[This is usually called the 
Rest.] 
Ditto of Received-Day- 
Book 

Ditto of Bill-Journal 

Ditto of Discount-Journal.. 



Amount of Paid-Day-Book ... 

Ditto of Clearing-in-Book+ . 

Ditto of Balancet of the 
Clearing 

Ditto of Cash-Book to-night 

Ditto of Balance of Money- 
Book 

Ditto of Discount-Register 



* See page 241. 

f When s bank doe* not " cleai" lYie%e Item^ «xe ot cx^^}x«ft omitted. 
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The balance of the clearing* is always to the credit of 
the house ; for, if the clearing " takes out," then the bank 
notes paid away at the Clearing-house are entered in con- 
tinuation of the clearing-out; so that, in this case, the 
balance is usually thrown a small sum on the other side. 
When the clearing is finally closed, the notes forming this 
balance are entered in continuation of the clearing-in, and 
subsequently in the Cash-Book. The notes entered in the 
clearing-out are, of course, not entered in the Cash-Book. 

Weekly Balances. — The daily balance checks the 
Waste-Books, the Discount-Register, the Journals, the 
Day-Books, the Lists, and the Money-Books. If any 
errors occur in any of these books throughout the day the 
balance will be wrong. But the daily balance does not 
check the Current-Account-Ledger, though this is the 
most important book of all. Tlie Ledger is therefore 
"marked off" every morning against the Day-Book, the 
Bill-Journal, and the Clearing-in-Book : but this is not 
a sufficient check. Hence ^the balances of all the accoimts 
in the Current- Account-Ledger should be taken off weekly 
in a book called the Current- Accoimt-Balance-Book, and 
added together, and the amount made to agree with the 
balance of "current accounts" in the General-Ledger. 
This is usually done by the London bankers quarterly or 
half-yearly. When the Ledger is kept on the progressive 
plan, it may be done weekly without much trouble. The 
" Current- Accoimt-Balance-Book " should be ruled so that 
the names of the parties having accounts may be placed 
imder one another at the left-hand, and all the rest of the 
left-hand page, and the whole of the right-hand page, 
divided into double cash columns : one column for the 
balances of the accounts when in cash, and the other for 
the balances overdrawn. On this plan it will not be neces- 
sary to write the names more than once in seven weeks. 

In the same way the balances of the Discount-Ledger 
should be taken off weekly in the "Discount-Balance- 
Book." The balances of the General-Ledger are also taken 
off weekly in the "General-Balance-Book" in the^ way 
I have already described. 

Half-Yeablt Balance. — The weekly balancing of the 

* For an account of the books in the clearing de^xliQeDX^ %ft«^^%«R!<2s$sok^'^ 
London Bankers. 
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Ledger does not preclude the necessity for a half-yearly 
balance. The usual days for balancing are the last days 
of June and December. Some banks, however, balance 
on the last S(Uurd<iy in June and December, and others 
on the 30th of June and on Christmas-eve. On the 
balancing day the following operations are passed through 
the books : — 1. The current accoimts will be debited for 
any interest or commission that may be due from the 
party to the bank. — 2. The Current- Account-Ledger will 
be balanced, and the balance will be brought down as the 
commencement of the transactions of the ensuing half- 
year. — 3. The customers' books must be balanced, and 
made to agree with the Current- Account-Ledger. — L The 
interest due upon the outstanding deposit receipts must 
be calculated, and the sums added together.-— 5. The 
General-Ledger must be balanced, and at the December 
balance the amount standing to tiie debit of the several 
classes of expenditure must be passed to the credit of 
those accounts, and to the debit of profit and loss account, 
and the several sums of profit that have been realized upon 
Government stock, India bonds, <kc. are transferred to the 
credit of profit and loss accoimt. 

For each half-year a book must be provided to be called 
the Half-Yearly-Balance-Book. This book will contain 
the following entries : — 

1. A balance-sheet showing the balances of the respec- 
tive accounts in the General-Ledger in the same way as 
the weekly balance-sheet.- — 2. A debtor and creditor 
balance-sheet, showing the exact condition of the bank. — 
3. An abstract of the profit and loss account. — 4. A list 
of all the balances of the current accounts. — 5. A list of 
all the oustanding deposit receipts, and the interest due 
upon each. — 6. A list of all discounted bills current, i. e. 
bills not yet due. — 7. A list of all deposited bills current. 
— 8. A list of all other securities, distinguishing those 
that belong to the bank from those that are lodged by its 
customers. 

The debtor and creditor balance-sheet will contain the 
same amounts as the balance-sheet of the General-Ledger, 
(see page 253,) but differently arranged. They may be 
disposed according to the following form : — 



SlalementoflhiJffairiioflheMai^, On_ 



..BANKma gompakt. 



Bad Office „_ 



BiHncbC -, 

Tout AmDnnt of Bllln _ 
Dlicaunud ....„„... .J . 



atti LodgDlenLB„.j 



'otal Amouat of Inter 



Ffital Amonnt of Pnnli 
Itor BHI DebU... 

Piin-OF Cahul .•• 



PnUudldii - 



[!!!E^^ 



L FRACmCAL 



The abstract of the profit and loss account may be mode 
out in the following form : — 



Jbitraef ofPro/U and Lorn Jcemi»t,fnt!i Jan. 1, io Use. 31. 


-ft-. Cr. 


To Bank Premises., 
rumiture 








Bj Interest on Bills 

discounted 

Ej Interest on 










Stationen 

Incidental Ex- 
pensfiB 

ToW Expenses .... 
Loss on bad BiUa, 


B7 Commission on 
Cnrcent Ac- 
counts 

Bj Profit on Eiche. 
qucc Bills, &c... 














Balance in favour 
oCtlieBmk ... 













At the end of the year the final balance of the profit 
and loss account is transferred to other accounts according 
to the purposes to which it is to be apphed. If intended 
to be held as a " surplus fund," it is transferred to that 
account. If intended to be divided among the proprietorH 
it is transferred to a " dividend account, which is raised 
for that purpose. If the balance of the profit and loss 
a43Count shoidd be against the bank, then it must remain 
" on the wrong side," until fiu^Jler profits shall turn the 
balance the ottier way. 

Besides the books connected with the business of bank- 
ing, every joint-stock bank will require, 

1. A Shabbholders'-Registeh. — In this book the names 
of the shareholders are entered chronologically in the 
order in which they become shareholders. The entry 
includes the date, the name, residence, number of shares, 
and sum paid. 
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2. Transfer-Kegister. — In this book are entered the 
transfer of shares from one proprietor to another. The 
entry includes date of transfer, from whom transferred, 
residence, ledger-folio, to whom transferred, residence, 
purchase-money, transfer stamp. 

If a proprietor in a joint-stock bank wishes to dispose 
of his shares, he directs a stock-broker to sell them in the 
market. After the sale the broker gives notice to the 
directors of the bank in the following form : — 



London, the day of 18 

To the Directors of Banking Company, 

Gentlemen, 

Please to prepare the necessary document for transfsrring 
Shares, from the name of of 

to of 

the consideration for which 
Shares is £ 

Broker, 
of 



The deed of transfer is then made out according to a 
printed form prepared by the bank. This agreement is 
liable to a stamp duty, varying according to the amoimt 
of the purchase-money. When shares are transferred for 
a nominal consideration, say five or ten shillings, the 
stamp duty is thirty shillings. 

The following is the scale of stamp duties upon the 
transfer of shares in joint-stock banks : — 

Consideration not exceeding 

£ *. d. 

£25 2 6 

50 5 

75 7 6 

100 10 

125 12 6 

150 15 

175 . 17 6 

200 10 

225 12 6 

250 \ ^ ^ 
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£ S. d. 

£275 17 6 

300 1 10 

350 1 15 

400 2 

450 2 5 

500 2 10 

550 2 15 

600 3 

Above £600 ; then for every £100 or fractional part . . 10*. 
Transfers for Nominal Consideration (55 Geo., TIL cap. 184.) 30*. 

All Joint-Stock Banks charge fees upon transfers. Some 
charge a fee of one shilling per share upon a transfer of 
five shares or above, and two shillings and sixpence per 
share for any number less than five shares. Where there 
is no pecuniary consideration there is usually a fixed pay- 
ment for each transfer. 

3. Proprietors'-Lbdger. — In this ledger each proprietor 
has an account open, in the same way as in a cash-ledger. 
He is credited for the number of shares ; and an entry is 
made of the difierent instalments he may pay. When he 
sells or transfers his shares, he is debited the shares, and they 
are placed to the credit of the party who may have purchased 
them. The entry includes the date, number of register, 
calls and transfers, number of shares, and amount. 

III. We shall now consider those Improvements of 
which the above system is capable, so as to render it more 
efficient in large establishments. 

As a bank increases its business, it becomes of import- 
ance to improve its system of book-keeping, and to aiiopt 
means of increasing the efficiency of its clerks. A large 
establishment can generally be conducted with a less pro- 
portionate number of hands than a small one. It admits 
of a more extensive application of the principle of a 
division of labour. In a small bank, one clerk may keep 
two or three books of various kinds, or perhaps act as 
both cashier and accountant. But in a large bank, each 
clerk is in general kept wholly to one employment. The 
effects of this separation of occupations is the same in banks 
as in manufactories ; and the description of these effects 
given by Adam Smith will equally apply to both cases. 
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** The great increase in the quantity of work which, in con- 
sequence of the division of lahour, the same number of people are 
capable of performing, is owing to three different circumstances ; 
first, to the increase of dexterity in every particular workman ; 
secondly, to the saving of time which is commonly lost in passing 
from one species of work to another ; and lastly, to the invention 
of a great number of machines which facilitate and abridge labour, 
and enable one man to do the work of many." 

The increase of dexterity by constant practice is very 
observable in the practice of ** casting up." A clerk who 
is much accustomed to this operation will cast up a long 
column of figures with singular quickness and accuracy. 
It is also very observable in "calling over." Besides, 
owing to the abbreviations we have mentioned in p. 233, 
a clerk in calling over will speak so rapidly that an un- 
practised ear will hardly be able to follow him. Mr. 
Babbage gives the following instance of great dexterity 
acquired by practice : — 

" Upon an occasion when a lartre amount of bank notes was 
required, a clerk in the Bank of England signed his name, con- 
sisting of seven letters, including the initial of his christian name, 
five thousand three hundred times during eleven working hours, 
and he also arranged the notes he had signed in parcels of fifty 
each."* 

The loss of time in passing from one operation to another 
is as obvious in mental processes as in those which are 
purely mechanical. 

** When the human hand or the human head has been for some 
time occupied in any kind of work, it cannot instantly change its 
employment with full effect. The muscles of the limbs employed 
have acquired a flexibiliXy during their exertion, and those to be 
put into action a stiffness during rest, ^ hich renders every change 
slow and unequal in the commencement. A similar result seems 
to take place in any change of mental exertion ; the attention 
bestowed on the new subject is not so perfect at the first com- 
mencement as it becomes after some exercise." f 

The invention of expedients for facilitating and abridging 
labour is also as common in a bank as in a manufactory. 

Mr. Francis has recorded, in his History of the Bank of 
England, a variety of improvements introduced itito that 

* The Economy of Machinery and ManufacturMi by Chailes Babb«%%. 
+ Ibid. 

VOL. 1. N 
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establishment by Mr. William Rae Smee, a son of the chief 
accountant. 

He proposed an alteration in the cheque office, by which 
he stated that the work which employed three principals 
and twenty-one clerks would be done more effectually 
by two principals and seven clerks. In the circulation 
department, the posting which formerly took fifty now 
employs only eight clerks. And the whole of that de- 
partment, if now conducted upon the old system, would 
probably require nearly eighty additional assistants. In 
the National Debt Office Mr. Smee introduced such mea- 
sures that "the directors were enabled so far to consult 
the accommodation of the public as to enable the trans- 
fers in the various offices to be made eight or nine days 
later than usual, the business which formerly occupied 
about thirty-two days being accomplished in about twenty- 
three."* 

Similar improvements have been introduced into com- 
mercial book-keeping. 

" The old method of journalizing and posting each transaction 
separately unnecessarily swells the accounts in the ledger with a 
multiplicity of figures, which greatly increases the difficulty of 
balancing, and, to say nothing of extra labour and loss of time, 
the liability to error is always in proportion to the number of 
entries, and vice versd. If a hundred sums are posted when one 
would answer, then a hundred chances of error are incurred where 
only one was necessary ; and in the event of an error in adjusting 
the accounts, a hundred entries must be called over and examined 
instead of one."f 

The expedients introduced to improve any system of 
book-keeping have for their object either the saving of 
time directly by abbreviating the entries, or to save time 
indirectly by new modes of preventing or detecting errors. 
And it may be observed, that a minute alteration, hardly 
worthy of being adopted in a small bank, where it would 
save but a few minutes a day, may be very properly 
adopted in a large establishment, where the time saved 
would be in proportion to the greater extent of business. 
Sometimes an entry may be shortened by omitting some 

* Hi8t6ry of the Bank of England : its Times and Traditions ; by John 
Francis ; vol. ii. p. 141. 
f Double Entry Elucidated, hy B. F. Foster; p. IS. 
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of the particulars. Thus, where we have been accustomed 
to enter with every bill — the name of the last indorser — 
the drawer and his residence — ^the accepter and his resi- 
dence — the date, term when due, and the amount — we 
may properly perhaps omit some of these items. Or where 
we have repeated the same entry in several books, we may 
enter it in fewer books — or perhaps make the individual 
entries in only one book, and enter the total amount in 
the others, — or, at other times, the whole form of a book 
may be changed, and we may by a new arrangement 
obtain the same results more clearly and in less time. 
Almost every bank will occasionally make some alteration 
of this kind as its business may require. And even each 
accountant has usually some little expedients of his own 
for facilitating his daily operations. We will notice a few 
of those amendments that have been adopted with the 
view of saving time and labour in some of our banking 
establishments. 

Some large banks have adopted " the horizontal system 
of book-keeping," which is in some respects an improve- 
ment on the system described in the former editions of this 
work. The chief dififerenoe is in the mode of ruling the 
Eeceived and the Paid-Waste-Books. 

The Received- Waste-Book, instead of being ruled as 
described in p. 237, has four cash columns, three at the 
left hand as you face the book, and the fourth at the right 
Imnd, with a space between the third and the fourth. The 
different items of a credit entry, instead of being placed 
under one another, as in the former system, will be placed 
separately in the first three columns, and the total in 
the fourth column. Thus, if a sum of 543^. 10«. Id, 
be received &om Mr. Smith, and this sum consists (^ 
ZL 10«. 7c?. in coin or money. 100^ in a Bank of England 
note, and 440^. in a cheque on Jones, Loyd k Co., the 
entry will stand thus : — 



Money* 



£ 

3 



«. 



d. 



10 7 



B«ik 

Notes. 



100 



Sondriot. 



£ I «. 
440 






d. 




Name. 



Smith. 
Jones, Loyd & Co. 



Total. 



£ 



«. 



d. 



n2 



r V" V \ 
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Thus it is seen that the first column is for money, Hie 
second column for bank notes, and the third column for 
" sundries ;" that is, for all other articles ; and these three 
columns are added together " horizontally," and the total 
brought out into the fourth cash column at the right hand. 
It will be observed, that the cashier has to add the items 
together, not longways, but crossways — not longitudinally, 
but "horizontally." After a little practice one way is just 
as easy as the other. 

Some cashiers prefer having two colunms only at the 
left hand, and two at the right hand, with the space 
between the second and third column, as the numbers of 
the bank notes, and the names of the bankers on whom 
the cheques are drawn, can then be placed on the same 
line ; but this is not a matter of much consequence. 

Now, if you " cast up" the first left-hand column, you 
will have at the close of the day the total amount of 
money, i,e, coin, received during the day. If you cast up 
the second column, you will have the total amount of bank 
notes. The third column will give the total amount of 
''sundries." And the amount of these three columns 
together will be equal to the fourth column, containing the 
total amount of the credits. If this should not be the 
case, there must be some error, which must be discovered 
forthwith. Thus the Horizontal-Received- Waste-Book is 
a check upon itself. As soon as the cashier gets to the 
bottom of a page, he casts up his book, and sees that the 
three columns are exactly equal to the fourth. Thus he 
keeps his book right as he goes on. Whereas, in the former 
system, any error in the Received- Waste-Book would not 
be discovered till the General Balance was tried at the 
close of business, and not then, perhaps, until after a long 
course of "marking oE" 

To simplify my explanation, I have described the 
Received- Waste-Book as having .only four cash columns, 
and these are perhaps enough for a small bank. But large 
establishments have sometimes seven or eight, perchance 
in the following order: — 1. Money, i,e. coin. 2. Bank 
notes. 3. Parcels of bank notes, called sundries. 4. 
Country notes. 5. Cheques on clearing bankers. 6. Cheques 
on bankers who do not clear. 7. Cheques on our own 
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bank, 
credit. 



a space. 8. The total amount of the 



The Horizontal-Paid- Waste-Book is ruled with three 
cash columns. One to the left for the amount of the 
cheque paid; then an open space for the name; then a 
column for the bank notes, and another for the money, 
{.e, coin. The London bankers do not pay away any 
biUs or country notes in exchange for cheques, but 
only Bank of England notes and coin. The entry stands 
thus : — 



Amount of 
Cheque. 


Name aitd 
No. of Bank Note. 


Bank 
Notes. 


Monej. 


101 


4 


d. 
8 


White. 1473. 


£ 

100 


£ 

I 


4 


3 



The amount of the columns containing the bank notes 
and the money will of course be equal to the column con- 
taining the amount of the cheques. And thus this Paid- 
Waste-Book contains a check upon itself. 

The Horizontal-Paid-Waste-Book may have at the left 
hand two cash columns, one for the town and the other 
for the country departments, and also a separate column 
for the country notes ; thus : — 



Town. 


Country. 


Country 
Notes. 


Name. 


Bank 
Notes 
Paid. 


Money. 




• 























This prevents the necessity for having both a Town and 
a Country Paid- Waste-Book, while the two departments 
are still kept distinct. The country notes are also sepa- 
rated, and can be checked by themselves. When all are 
added together, the total of the three columns at the left 
must be equal in amount to the total of the two columns 
at the right hand. The articles paid r]^\]L&t V^, ^ajasiS. 
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to the bank notes and money which were issued in 
payment. 

We shall now point out some of the adyantagBS of the 
horizontal system of keeping the Waste-Books. . 

First. As all the receipts and payments of money, i.e. 
coin, are entered individually in the Eeceived and Paid- 
Waste-Books, and the amounts added together, it will not 
be necessary that these siuns be copied individually into 
the Money-Book. The total amount only of each column 
is entered in the Money-Book at the close of the day's 
business, and the Money-Book is balanced. Thus, all the 
time employed in making the entries individually in the 
Money-Book is saved. 

Secondly. As all the credits to current accormts are 
added together in the Received- Waste-Book, it is not 
necessary they should be entered individually in the Day- 
Book. They can be individually posted direct into the 
Ledger, and the total only be entered in the Day-Book. 
The same remark will apply to the Paid-Waate-Book. 
This is another saving of time and labour. 

Thirdly. Every Waste-Book, as we have already inti- 
mated, is a check upon itself. We have spoken of a 
Jleceived-Waste-Book and a Paid- Waste-Book as though 
a bank had but one — and in small banks this is the case. 
But in large banks, there are seven or eight cashiers or 
more, each having a Received- Waste-Book and a Paid- 
Waste-Book for the town department, and another Re- 
ceived-Waste-Book and Paid-Waste-Book for the country 
department, with a Supplementary-Received- Waste-Book, 
and a Supplementary-Paid- Waste-Book, and a Money- 
Book besides. Now, it is a great advantage to have the 
means of keeping all these books free from errors during 
the day, and to know at night that they are all correct. 
If the " Balance " be wrong, the field of inquiry is thus 
very much limited, and the time that would otherwise be 
employed in checking the Waste-Books is devoted to the 
examination of the other books of the bank. 

Fourthly. This plan gives the means of checking sepa- 
rately those items that have a column appropriated to 
them. Take, for example, the column of bank notes. If 
we ad4 to the amount of bank notes on hand last night 
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the amount received to-day, and deduct the amount paid 
away^ the remainder should be the amount on hand to- 
night. When this is the case the bank notes are right. 
In the same way we may check the money columns, the 
clearing columns, <&o. Thns, when the trial balance is 
wrong, we can check these items separately, and thus more 
readily discover ike error. Without this expedient we 
should have to " mark off" the whole business of the day. 

It will be observed that the above Waste-Books refer 
only to receipts and payments on current accounts. All 
other receipts and payments are entered in a Supple- 
mentary-Beodpt-Book and a Supplementary-Paid-Book. 
These books are ruled in the same way as the other Waste- 
Books, and they embody entries in connexion with deposit 
receipts, received or paid, credits or debits to interest 
accounts, debits to saltudes, taxes, incidental accoimts, <&c. 
<&c. All these items are then entered in the Day*Book, 
from whence they are posted into the General-Ledger. A 
book is also provided, usually called a Transfer-Book, in 
which are entered all the cheques on the bank paid in by 
other customers, as these merely cause a tranter of the 
amount from one customer to another. 

Books which are designed chiefly as registries or sum- 
maries should be kept on the horizontal system. Thus, a 
London bank which keeps an account with the Bank of 
England, wi}l have to lo%e to its credit notes, gold, silver> 
post-bills, cheques, dividend warrants, <^. 

To keep a registry of this, a book may be opened hori- 
zontally — ^the first column at the left hand being the date, 
and then these words being entered over separate columns, 
at the top of the page ; afterwards a column for the total 
amount of all these items — then a credit column for the 
cheques drawn each day — and then the daily balance. If 
this book be made of such a size as to contain about thirty 
lines, then each page will contain the transactions of a 
month. And, by adding up the columns, the figures at 
the bottom of the page will show the separate amounts of 
notes, gold, silver, &o, paid into the Bank of England in 
the course of a month. By <iomparing the different pages, 
it will be seen on what months the largest, or the smallest 
sums are paid into the bank. 



238 A y 

drawer and the amoiv- 
1)V tlie name of the J. 
arc made payable. T: 
\ipon bankei^s, by sta* 
minatiun of the notes- 
to ])e called money, 
a credit, add them toL 
into tlie farther cash C(); 
np this outer column. :• 
the amount in the Day ■ 

1 f a customer brings ' 
cash, the cashier enter> 
to him, unless it bo k-t' 
havimy the debit side al> 

In receivini^ monev 
made in the same "wav 
a current account; bir 
the letters ]>. 1^., arc v. 
de])ositor. 

In the Paid- Waste- 1 1 
the bills and checiues ] 
ruled on each i)age witl- 
and another on the le. 
When a che(|ue is paid, " 
hand cash column — tin 
open space — and in t.' 
entered the particulars '• 
notes are entered b' 
to enter tlie date, as " 
in the Cash-Book • 
licceived - Wastc-I^ook, 
AVhen a deposit recei]>r 
served, but the letters ' 
and copper arc called i 
all the payments are ; 
with the amount in the 

Each cashier has ; 
Waste-Book, and a !M<»i 

'2. :\l0NEY-B00K. — T: 

casli column on the ri. 
contains an account of 



ON BANKING. 273 
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In constructing Tables it is also best to follow the hori- 
zontal system. Thns, to keep a record of the weekly 
returns of the Bank of England, it is best to arrange the 
items into columns^ with the heading at the top of each 
column— the first column containing the dates of the 
several returns. It will then be easy to trace the fluctua- 
tions in any one item ; such, for instance, as the " Public 
Deposits," "the Private Deposits," "the Rest" &c. <fec. 
Some of the Returns published in the Appendix to the 
Parliamentary Evidence of 1847, have been arranged on 
this principle. 

We will now notice some further improvements that 
have sometimes been adopted by large banks in their 
system of book-keeping. The great object of all these 
improvements is^ as we have already mentioned, either to 
save time directly, in making the entries, or indirectly, by 
preventing or discovering errors. These are — 

1. The abolition of the Discount-Register. Here the 
bills are entered at once in the Discount-Ledger, under the 
names of the respective parties for whom they are dis- 
counted ; and the total amount of bills discounted each 
day is entered in the Day-Book, from the Interest-Book, 
which contains the calculations of discount. The only 
c^bjection to this plan is, that the space in the Discount- 
Ledger does not admit of so full a description of the bill 
as is usually given in the Discount-Register. The Bill- 
Register is also abolished in the same way. 

2. The adoption of a Check-Ledger facilitates the dis- 
covery of errors, and thus diminishes the time employed 
in searching for them. Though this book is called a 
Check-Ledger, it is not kept ledger- wise. It is ruled with 
a cash column on each side the page. In the colunm 
opposite your left hand you enter, from the cheques them- 
selves, all the cheques paid during the day. In the right- 
hand column you enter from the Received- Waste-Books 
all the credits of the day. When you add up these two 
columns, they will of course agree with the amounts of 
the Paid- Waste-Book and the Received- Waste- Book. Thus 
the accuracy of the Check-Ledger is insured. Now, where 
the balances of the Current- Account-Ledger are checked 
every week, you employ the Check-Ledger to test their 



ON BANKING. 273^ 

accuracy in this way. If to the amount of the balances of 
the Current- Account-Ledger last week, you add the total 
credits entered in the Check-Ledger during the week, and 
deduct the total debits entered in the Check-Ledger during 
the week, the remainder will show the total amount of the 
balances of the Current-Account-Ledger for the present 
week. Each Current- Account-Ledger will have a Check- 
Ledger, and thus each Ledger will be checked separately, 
so that when the total balance is wrong, it will at once be 
seen in which Ledger the error has occurred. 

Time is sometimes lost by a clerk taking up the wrong 
book — opening it, putting it down, and then taking up the 
right one. A cashier, for instance, will sometimes take up 
the Paid-Waste-Book instead of the Received- Waste-Book. 
To prevent this, the two books may have covers of different 
colours — one white, the other green. Time may be lost 
by two clerks wanting the same book at the same time; 
The ledger-keeper may want to post from the Received- 
Waste- Book when the cashier is using it. To prevent 
this, there may be two sets of Waste-Books — one for Mon- 
days, Wednesdays, and Fridays, and the other for Tues- 
days, Thursdays, and Saturdays ; and, to prevent mistakes, 
the names of the days should be written in large letters on 
the covers of the books. 

ft 

IV. We will now make a comparison between the 
system of Book-keeping practised by Merchants, and that 
practised by Bankers. 

The merchants have their Waste-Book, Journal, Ledger. 
The bankers have their Waste-Book, Day-Book, Ledger. 

In both cases the Waste Book is the book in which 
transactions are first entered. But this book is capable 
of subdivision ; it contains a record of various transactions, 
some of which may be entered in separate books. Bankers 
have their Received, Paid, and Supplementary Waste- 
Books ; also their Deposit-Receipt-Book, Discount Regis- 
ters, and other books subsidiary to the Waste-Book. So 
merchants have their Waste-Book subdivided into various 
' books, according to the nature of the transactions. There 
is the Invoice- Book, containing an account of all goods 
purchased ; the Sales- Book, containing an account of all 

N 3 
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goods sold ; a book for '^ Bills Receiyable/' containing a 
list of all bills in the merchant's hands, which when due 
he will receive; another for bills payable, containing a list 
of all bills he has accepted, and which when due he will 
have to pay ; a Cash-Book, containing an account of all 
cash he receives or pays away ; and several others, yarying 
according to the character and extent of the business. 
Now all these subdivisions of the merchsmt's Waste-Book 
resemble those of the banker*s in two things : — ^first, they 
are all kept chronologically — they contain a record of the 
transactions in the order of time in which they occurred : 
and, secondly, all the transactions thus recorded must 
afterwards, upon the system of double entry, pass, either 
individually or in totals, through the book which mer- 
chants call a Journal, and bankers call a Day-Book. 

The words " Jounml " and " Day-Book " have the same 
meaning ; and in this instance the use of the two books is 
similar. But in the merchant's Journal individual trans- 
actions may be entered, while in the banker's Day-Book 
they are always entered in totals. Thus the total amount 
of '^ Bills Discounted," and the total amount of credits and 
payments on current accounts, are entered in the Day- 
Book, but not the individual items. Another difference 
is, that over each entry in the merchant's Journal you 
state to what account it is to be posted ; for every entry is 
posted to two accounts — to the debit of one account, and 
to the credit of the other. And this is denoted by Dr. 
being placed before the name of the account to be debited. 
Thus, if a merchant buys some goods for ready money, the 
Journal entry is preceded by — 

Goods Dr. to Cash ; 

implying that the account " Goods " is to be debited, and 
the account " Cash " to be credited. On the other hand, 
if he sell" goods for ready money, the transaction will be 
journalized thus : — 

Cash Dr, to Goods. 

If he sells goods upon credit to John Brown, it will be — 

John Brown Dr. to Goods, 
If he sells goods for a bill of exchange, it will be — 

BilU Receivable Dr. to Goods. 
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If he sends goods abroad, as a speculation, in the ship 
Adventure, he may raise an account for the ship, and say — 

Ship Adventure Br. to Goods, 

The entries in the banker's Day-Book are made daily, 
but the entries in the merchant's Journal are generally 
made once a month. 

The Ledger. — ^We have stated that in the merchant's 
Ledger every entry is made twice — one account being 
debited, and another credited — ^and these two accounts 
are indicated in the Journal. This is what is called book- 
keeping by double entry. If it be asked, whether bankers 
keep their books by double entry? — the answer is, that 
those bankers who have no General-Ledger (and this is 
the case with not a fe"^ of the private bankers) do not 
keep their books by double entry. The Current- Account- 
Lecher is not kept by double entry. It contains none but 
personal accounts, and its accuracy is tested only by the 
periodical balancings. The banker's Ledger, that cor- 
responds in this respect with the merchant's Ledger, is 
not the Current-Account- Ledger, but the General-Ledger. 
This is kept by double entry. In a ledger kept by double 
entry, the sum of all the debit balances will be equal to 
the sum of all the credit balances ; and the sum of all the 
debit amounts will be equal to the sum of all the credit 
amoimts. When this is not the case there is an error in 
some of the accounts. This is the case with the banker's 
General-Ledger. But, as the transactions are not posted 
individually, but only in totals, the doubly entry (Joes not 
appear on the face of the accounts. Thus, if a bill be 
discounted for a customer, and the amount placed to the 
credit of his current account, the Journal entry, on the 
principle of mercantile book-keeping, would stand thus :— 

Bills Discounted Dr. to Current Accounts. 

« 

But the bill discounted is placed to the debit of the 
account of " Bills Discounted," in a total of all the bills 
discounted on that day. And the amount is placed to the 
credit of Current Accounts, in the total of all the sums 
received to the credit of Current Accoimts on that day. 
Thus, the *' double entry," though equally real, is not so 
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apparent as though the transactions were posted indi- 
vidually. 

So, again, if a country banker should discount a bill, 
and the customer ask for a draft on his agent in London, 
the Journal entry, on the commercial system, would stand 
thus : — 

Bills Discounted Dr. to Drafts on London. 

It would go to the debit of "Bills Discounted," in the 
total of all the bills discounted that day, and it would go 
to, the credit of " Drafts on London," in the total of sdl 
the drafts on London issued on that day. 

The accounts in a .merchant's Ledger are usually clas- 
sified into Personal Accounts, Eeal Accounts, and Profit 
and Loss AccountSi r The Personal Accounts -are the ac- 
counts of persons who may owe the merchant money, qr 
to whom he may owe money. The Real Accounts are 
accounts denoting property, such as cash, bills receivable, 
bills payable, merchandise, ^p adventure, &c. The Profit 
and Loss Accounts are rent, commissions, expenses, and 
all other accounts which are ultimately transferred to the 
debit or the credit of the Pofit and Loss Account. 

The banker's General-Ledger has no Personal Accounts, 
as these are all kept in the Current-Account-Ledger. 
The usual accounts are those I have enumerated in page 
253, and are aU either Eeal Accounts or Profit and Loss 
Accounts. 

It would be quite possible (but not desirable) to intro- 
duce all the Personal Accounts into the banker's Greneral- 
Ledger, and thus to form the Current-Accoimt-Ledger 
and the General-Ledger into one, and keep the whole by 
double entry. In this case we should omit the totals of 
Current Accounts, now introduced into the General- 
Ledger, and insert every transaction individually. If John 
Brown drew a cheque on the bank, the Journal entry 
would stand thus : — 

John Brown Dr. to Cash. 

And if he paid in money to his credit, the Journal entry 
would stand thus : — 

Cash Dr. to John Brown. 
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All the entries passed to the Dr. and Cr. of these Per- 
sonal Accounts would of course pass to the Cr. and Dr. 
of Cash. Indeed, all the entries to the Dr. and Cr. of 
Cash would be the same as are now made in the Check- 
Ledger, except that the debtor column would be called 
creditor, and the creditor column would be called debtor. 
By the use of such a Check-Ledger as we have described, 
page 272, (for there are various kinds of Check-Ledgers,) 
the Current Accounts are virtually kept by double entry ; 
and we have the additional advantage that, when there 
are more than one Ledger, we are enabled to check each 
Ledger separately, v 

To accountants in banks where a General- Ledger is not 
kept, it appears strange that " Cash " should be credited 
for money which is paid away, and debited for money 
which is received. But this strangeness will vanish, if for 
the word " Cash " they would fix in their mind the word 
" Cashier." If they had an account with a cashier, they 
would of course debit him, as they do their banker, for 
all monies they paid into his hands, and credit him for all 
monies they drew out. And the difference between the 
amounts of these debits and credits would be the balance 
either in their favour, or against them. 

In thus comparing the commercial and the banking 
systems of book-keeping, I have hitherto supposed that 
all merchants keep their books by double entry. But this 
is not always the case with the smaller houses. And then 
their system more nearly resembles the system of those 
bankers who do not keep a General-Ledger. 

" In keeping books by single entry, the Daily-Books are 
kept in the same manner as in double entry, with the 
exception of a column of reference to the Ledger in each 
book, which takes the place of a column of reference in 
the Journal — ^this book being dispensed with. The entries 
are posted directly from the Daily-Books into the Ledger. 
In the Ledger, by single entry, strictly speaking, there 
ought to be only one kind of accounts ; namely, Personal 
Accounts, including all persons to whom a merchant 
becomes indebted, and all persons who become indebted 
to him." * 

* Wallace's Pocket Guide to Commercial Book-Keeping. 
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It will be seen from this account, that, in mercantile 
book-keeping by single entry, the merchant's Ledger re- 
sembles the ' Current- Account-Ledger of the banker. In 
single entry the merchant dispenses altogether with his 
Journal; but the banker usually retains his Day-Book, 
even when he does not keep a General-Ledger. But, in 
this case, the Day-Book contains only the debits and 
credits, individually, of the Current Accounts, which are 
posted afterwards into the Current- Account-Ledger. In 
the horizontal system, as we have stated, the debits and 
credits of the current accounts are not entered indivi- 
dually in the Day-Book, but the total amounts are taken 
from the Paid and Received Waste-Books. 



SECTION XIII. 



BANKING CALCULATIONS. 



When a bill is discounted, the party is credited for the 
full amount, and debited for the interest. The interest is 
calculated from the day on which the bill is discoimted to 
the time it falls due. The shortest way is to make use of 
an interest book ; but if it be done with the pen, the fol- 
lowing rule may be useful. Multiply the amount of the 
bill by the number of days. To the product add one-third 
of itself, one-tenth of that third, and one-tenth of that 
tenth. From the total strike off four figures to the right 
for decimals. This will give the interest at 5 per cent, in 
pounds and decimal parts of a pound. The decimals are 
to be brought into shillings and pence, by multiplying by 
twenty and twelve. The interest of any sum at a different 
rate per cent, may be found in the same way, if you mul- 
tiply the principal by twice the rate of interest, and strike 
off five figures for decimals instead of four. 

Example, — It is required to find the interest of 500^. 
for ninety days at 5 and 3^ per cent. 
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£ ^ £ 

500 priucipal. 500 principal. 

90 number of days. 7 twioe the rate of interest. 



l-3d 45000 3500 

1-lOth 15000 90 number of days. 

1-lOth 1500 

150 l-3d 315000 
1-lOth 105000 



6-1650 l-lOth 10500 

20 1050 



3-3000 4-31550 

12 20 



3-6000 6-31000 

12 



Answer— 6/. 3«. Sd, at 5 per cent. 

„ 4/.6«.3</.at3ipercent. 3-72000 

It must be observed, however, that this method of calcu- 
lation is not exactly correct ; it produces nearly a farthing 
too much on every lOZ. of interest. In calculating large 
sums, therefore, the amount of these farthings must be 
deducted. 

This mode of calculation is founded upon the rule, that 
whenever you have to divide by any number under 100, 
you may divide by 100 ; after having added to the dividend 
such a proportion of itself as the difference between the 
divisor and 100 bears to the divisor, the result will be the 
same as though you had divided in the usual way. This 
rule is best explained by an example. 

Suppose you have to divide 2500 by 40. Now if 40 be 
subtracted from 100, there will remain 60. The propor- 
tion which 60 bears to 40 is l^. If then you add to the 
dividend IJ times itself, and divide by 100, you have the 
quotient required : thus — 

2500 
2500 
1250 



62-50 Answer, 62^. 

Now then, to find the interest upon any sum for one 
day, you may divide by 7,300, or, striking off the ciphers, 
by 73. The number required to maka \r^ W^ Ss. '^ 
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What is the proportion between 27 and 731 If you take 
the third of 73, a tenth of that third, and a tenth of that 
tenth, you have something more than 27. And if you 
add to 73 one-third of itself, one-tenth of that third, and 
one-tenth of that tenth, you will have lOOy^^, which di- 
vided by 100 will give ly^y.^jTy^. As the proportion is not 
exact, the interest given by the above rule will always be 
Y^.^^^th part too much, which is about a farthing in every 
lOZ. interest. 

In taking the interest for any number of months, it 
will be useful to remember that the interest of II, for one 
month at 5 per cent, is Id, Thus the interest of 100^. 
for two months is twice a hundred pence, or Ids, Sd, 
The interest upon shillings and pence is never taken into 
the account. If the fraction is more than IO5. it is re- 
garded as II, ; and if it be less, it is not noticed. 

The interest for any number of months, at any rate per 
cent, may be found by multiplying the number of months 
by the rate of interest : with this sum divide 1,200. By 
this quotient divide the principal, and you have the 
interest required. 

Example. — What is the interest of 10,000^. at 4 per 
cent, for three months? 4 multiplied by 3 gives 12 — : 
divide 1,200 by 12, and you have 100 ; then divide 10,000 
by 100, and you have lOOZ., the interest required. 

To find the interest of any sum of money at 6 per cent, 
for any number of months.* 

Eule. — Multiply the number of pounds by the number 
of months, cut off the unit figure, and the remainder is 
the answer in shillings. The unit figure multiplied by ] i 
wiU give the pence. ^ 

Example,— Wh&t is the interest of 13,476Z. lOs, 8d. for 
6 months at 6 per cent, per annum ? 

£ 8, d. 
13,476 10 8 

6 
20) 80,859 4 

404 • 5 • 10 

» This and the subsequent rules may be found illustrated in Crossley's Intel- 
lectual Culculatoi, in Fryer's Mental Atithmetlc, and in similar works. 
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Having obtained the interest 'of any sum at 6 per cent., 
it is easy to find the interest at 1^, 2, 3, or 4 per cent by 
taking i, J, J, or f the interest, as the case may be. 

To find one year's interest at any rate per cent. 

RvXe, — Multiply the money lent by double the rate per 
cent., reject the unit figure, and you have the answer in 
shillings. ' 

Example, — ^What is the interest of 27Z. 10«. for one 
year at 3 per cent. ? 

£ 8, 

27 10 

6 double the interest. 



16-5 
12 



6*0 Answer, 16«. 6d. 

To find the interest of any sum of money at 5 per cent, 
for any number of months. 

Rule, — ^Take the pounds as pence, and multiply by the 
months. 

Example. — What is the interest of 120Z. at 5 per cent, 
for 8 months ? 

s. 
120 pence = 10 

8 number of months. 



£4 Answer. 

To find the interest of any number of days at 5 per cent. 

Rule. — Multiply the days by one-third of the pounds, 
or the pounds by one-third of the days, reject the unit 
figure, and you have the answer in pence. — N.B. As this 
rule is founded on the assumption that the year consists 
of only 360 days, you must deduct one penny from every 
six shillings of interest. 
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JExample, — What is the interest of 1201. for 21 days at 
5 per cent. ? 

£120 Or, 21 days 

7 » J^ of 21 days. 40 » ^o( the pounds. 

12) 84,0 12) 84.0 

7 shillings. Answer. 7 shillings. Answer. 

There is often a difiference in the amount of interest 
according to the method of calculation, either by months 
or by days. A month from the 10th of February to the 
10th of March, is only 28 days ; but from the 10th of 
March to the 10th of April, a month is 31 days. The 
half year from the 1st of January to the 30th of June, 
}s 181 days; but from the 1st of July to the 31st of 
December, the half year is 184 days. The interest of 
10,000Z. for 6 months is 250Z. ; for 181 days it is only 
247Z. 18«. 1 Id. j for 184 days it is 252^. Is. Id. Mr. Reader 
has published a series of Time Tables, showing the number 
of diays from every day in the year to any other day in 
the year. 

Interest tables, calculated at any rate of interest, may 
occasionally be employed to ascertain the interest on any 
sum at a different rate. This is done by taking that pro- 
portion of the principal, or of the time, which the given 
rate of interest bears to the rate of the interest tables. 
For example, if it be necessary to ascertain the discount 
on a bill of 100^. for 50 days at 4 per cent., and you have 
interest tables calculated at 5 per cent; you may take 
either four-fifths of the time or four-fifths of the amount. 
For, the interest of lOOZ. for 40 days, or the interest of 
801. for 50 days, at 5 per cent., is equal to the interest 
of 100^. for 50 days at 4 per cent. 

When a bill is discounted, bankers charge interest on 
the full amount of the bill, and take it at the time. Thus, 
if a bill be discounted at 5 per cent., they will obtain 
more than 5 per cent, on the money actually advanced. 
This is allowed by law, and is not liable to be set aside 
on the ground of usury. Should it be necessary in other 
cases to allow discount or rebate, the mode of calculating 
it would be thus : — 
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Example, — ^What is the rebate at 5 per cent on a sum 
to be received a year hence? Then, as 105 is to 100, so 
is 100 to the sum required. 

105 : 100 :: 100 Answer, 95/. 4*. 9^ 
100 



105) 10,000 ( 95 
945 



650 
525 

~^ 

20 

105 ) 500 ( 4 
420 



80 
12 



105 ) 960 ( 9A 
945 



15 

When you have to find the interest of a large sum for 
one day, you may strike ofF two figures from the right 
hand, and take the interest of the remainder for 100 day& 
Thus, if you have to find the interest of 47,863,47Z. for 
one day, take the interest of 47,863^. for 100 days, then 
take the interest of 47^. for one day, and add the two 
sums together. The interest of \l. for 100 days is the 
same as the interest of 100^. for one day. It may be given 
as a general rule, that a different time and sum may be 
employed provided they yield the same product when 
multiplied together. Thus, the interest of 10,000Z. for one 
day is the same as the interest of 1,000^. for 10 days. 

Bankers differ in their mode of calculating the interest 
upon current accounts. Some have an Interest-Ledger, 
or cash columns ruled in the Current- Account-Ledger, in 
which they state the interest upon every individual item 
in the account. Thus, for instance, the general balance 
takes place the 30th of June, and the 31st of December. 
If a sum of money is paid in on the 1st of May^ tK<& 
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interest is calculated on that amount &om the 1st of May 
to the 30th of June, and is then carried to the credit of 
the party's interest account. On the other hand, if a 
cheque be drawn on the 1st of May, the interest is calcu- 
lated and carried to the debit of the interest account 
On the 30th of June, the interest account is balanced, 
and the balance is carried to the debit or credit of the 
party's current account. Other bankers take off the 
balance of the current account into a separate book (or 
have columns ruled in the ledger for bringing out the 
balances*) for every day, from the Ist of January to the 
30th of June ; add all these amounts together, and then 
take the interest of the total for one day. To take the 
interest for one day is a very easy operation. The interest 
of any sum for one year at 5 per cent, is one-twentieth 
part of the principal, and the interest for one day is the 
365th part of the interest for a year. Now, 365 multiplied 
by 20 gives 7,300. You have then only to divide any 
sum by 7,300, and you have the interest of that sum for 
one day at five per cent, per annum. The interest of any 
sum for one day at any other rate than 5 per cent, may 
be found by multiplying the principal by twice the rate of 
interest, and dividing the product by 73,000. But the 
best way is to make use of Gilmer's Interest Tables, pub- 
lished by Sims and M'Intyre, of Belfast Similar Tables 
have also been published by Mr. Coulthart, manager of 
the Ashton-under-Lyne Joint-Stock Bank. 

Banks who compound for the stamp duty on their notes 
and twenty-one day bills on London calculate the sum to 
be paid by ascertaining the amount in actual circulation 
every Saturday night. The amounts for all the Saturdays 
in the half-year being added together, and divided by 26, 
the number of weeks, the quotient shows the average 
amount in circulation during that period, and the duty 
paid is at the rate of 3.?. 6d. per cent, upon this average 
amoimt. This is at the rate of 7^. per cent upon the 
average annual amount 

To ascertain what denomination of notes remains the 
longest in circulation, let the total average circulation for 
any given period be represented by the number 1,000 ; 

* Seep. 241. 
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and let the amount of each particular denomination be 
represented by a proportionate part of 1,000. Then let 
the total amount of notes paid during the same period be 
represented by 1,000, and the amount of each denomina- 
tion of notes be proportionally ascertained ; then place 
these two series of numbers in juxta-position, and it will 
immediately be seen what denomination of notes remain 
out the longest. For instance, if the average amount of 
a banker's circulation consist of 20,000^. in 51. notes ; 
15,000^. in lOZ. notes; 10,000Z. in 20^. notes ; and 5fi00l. 
in 50^. notes, then the proportionate numbers will stand 
thus : — 

Total Circulation. £5. £lO. £20. £50. 

1,000 400 300 200 lUO 

Then, if during the same period the amount of notes 
paid of different denominations have been — 15,000^. in 
51, notes; 15,000^. in 10^. notes; 12,000Z. in 20Z. notes; 
and 8,000^. in 501. notes, the proportional numbers will 
stand thus : — 



Total Paid. 


£5. 


£10. 


£20. 


£50. 


1,000 


300 


300 


240 


160 



By placing these numbers under the preceding ones, 
it will be perceived that the amount of 51. notes paid 
is less than the proportional amount in circulation ; and, 
consequently, notes of this denomination remain out the 
longest ; the lOl. notes remain out a less time ; the 20^. 
a still shorter term ; and the 501. notes the shortest 
term of ail. 

To ascertain how long a banker's notes remain out, 
take the average amount in circulation for any given 
period, say three months ; ascertain the amount of notes 
paid during that period. If the amount paid during 
the three months is twice the average amount in circula- 
tion, then the not^s have remained out six "weeks. If the 
amount paid is three times the amount in circulation, 
then the notes have remained out one month. The term 
which any particular denomination of notes remains in 
circulation can of course be ascertained in the way I have 
already described. These calculations are easily made by 
a table of logarithms. 
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In calculating commissions for 1 per cent, divide by 
100; for ^ per cent, by 200; for J per cent, by 400; for 
^ per cent, by 800. 

In calculating the dividends on stock, if it be in the 4 per 
cents, the half-yearly dividends will be one-fiftieth part of 
the principal. Hence, multiply by 2, and divide by 100. 

If the stock be 3 per cents, tiie half-yearly dividend will 
be ^Tjths of the principal. Hence, add to the principal 
one-half of itself, and divide by 100. 

If the stock be 3| per cent, add to the principal one- 
half and one-quarter of itself divide by 100, and you have 
the half-yearly dividend. 

If the stock be 3-J^ per cent, add to the principal one- 
half and one-eighth of itself, divide by 100, and you have 
the half-yearly dividend. 

Examples. — What is the half-yearly dividend on 
13,476^. IO5. 8c?. 3 per cents., 3^ per cents., 3^ per cents., 
and 4 per centa ? 

3 FEB CENTS. 3^ FEE CENTS. 3^ FEE CENTS. 4 FEB CENTS. 



13476 10 8 
6738 5 4 

202-14 16 
20 



2-96 
12 

11-52 



£ s. d, 

13476 10 8 

6738 5 4 

1684 11 4 

218-99 7 4 
20 



19-87 
12 

10-48 



£ %, d. 

13476 10 8 

6738 5 4 

3369 2 8 

235-83 18 8 
20 

16-78 
12 

9-44 



£ s, d, 

13476 10 8 

2 

269-53 1 4 
20 



10-61 
12 



7-36 



» 



» 



>9 



dS 8» d. 

202 2 11 
218 19 10 
235 16, 9 
269 10 7 



Answer. — 3 per cent. 
3J per cent. 
34 per cent. 
4 per cent. 

In making calculations respecting the purchase or sale 
of stock, multiply the amoimt of stock by the price, and 
divide by 100. Stock-brokers have seldom any occasion 
to make these calculations, as there are books published 
expressly for their use. 
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To compute the half-year's dividend on any amount of 
stock in the 3 or the 3^ per cents, within one penny. 

Rule, — Multiply the amount of stock by 3 .or 3^, re- 
spectively. Take the unit of the pounds produced by that 
multiplication for pence, and the remaining figures of the 
pounds for shillings. But when the unit of the pounds 
produced by this multiplication is more than 4, smd -also 
when there are shillings or pence in this product, then 
one penny must be added to the result for the unit, and 
one penny for the shillings and pence.* 

Example 1. — ^What is the half-yearly dividend on 
13,476Z. 10s. M, in the 3 per cents.? 

£ s. d, 
13476 10 8 

3 Multiply by 3. 

20 ) 4042-9 12 

£202 2 9 Add M, as above. 202/. 2*. \\d. 

Example 2. — What is the half-yearly dividend on 
13,476/. 105. 8d in the Z\ per cents.? 

£ s, d, 
i 13476 10 8 

3 



40429 12 
3369 2 8 

20)4379-8 14 8 



£218 19 8 Add U. as above. 218/. 19*. 10^. 

In passing through the books a purchase of Long 
Annuities, debit the account of Long Annuities for the 
purchase money. Then calculate how much per annum 
the annuity will yield upon the capital invested, recollect- 
ing that the annuity will expire on the first quarter in the 
year 1860. Supposing this rate to be 4 per cent., you will, 
when the annuity is received in April or October, debit 
Long Annuity account 4 per cent, interest on the pur- 
chase money, and credit the same account the amount of 
the annuity received. The first entry will be passed to 
the credit of Profit find Loss account. The second entry 

* Tables founded on this rule taave been printed by Mr. J^ Sterland, of Margate. 
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Inll be passed to the debit of Cash Account, as a return 
of capital. The balance of the Long Annuity account 
after each entry is made, will show the amount of capital 
that then remains invested in Long Annuities. 

The stock-brokers charge one-eighth commission on all 
purchases and sales of stock; one shiUing per cent, on 
Exchequer Bills and India Bonds. The charges are made 
on the amount of stock, not on the amount of money 
inyested. In the purchases or sales of shares in puMic 
companies the usual charge is 5s, per share. In conti- 
nuation accounts; that is, where a party buys stock for 
money, and sells it for time, the charge is only one- 
sixteenth per >cent. Upon terminable annuities the charge 
is one-eighth per cent, upon the money invested. " One- 
eighth commission" is a charge of 28,6d. (the one-eighth 
of a pound sterling) on every 1001. ; a quarter commission 
is, of course, 58. The stodi-broker usually allows the 
London banker one-half the commission. 

If the stock stands in the name of several persons, any 
one may receive the dividends, but they must unite to 
execute a sale. If one or more of the parties die, the 
stock is transferred by the survivors, without the concur- 
rence of the executors or representatives of the deceased 
party. Hence, if a father wished to give his son a certain 
amount of stock at his death, he might place the stock in 
his own and in his son's name, and upon his death his 
son would become the actual possessor of the property. 
Powers of attorney made and executed for the sale or 
transfer of stock must be deposited at the bank, for exa- 
mination, before two o'clock, the day previous to being 
acted upon ; if only for receiving dividends upon stock, it 
ifl sufficient to present the power of attorney at the time • 
when the first dividend thereon becomes payable. A power 
of attorney costs 1^. Is. 6d.; but for Bank, India, and 
South Sea Stock, 1^. 11«. 6d 

ExpxKBB of a T&AKsrcB In £ £ 8, d. £ £ $. d. 

Bank Stock, not exceeding 25 ... 9 exceeding 25 ... 12 

IKDIA Stock 10 ... 1 10 10 ... 1 14 

South Sea Stock 100 ... 9 6 100 ... 12 

The dividends on the 3 per cent. Consols are paid in 
January and July. The dividends on tha Z ^^ c^rs<qX; 
VOL. I. o * 
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Beduced^ and on the new 3 per cent., are paid in iLpnk 
and October. This last stock bore interest at 3^ per cent, 
until October 1854 ; it was then reduced to 3 per cent ; 
but the interest cannot be farther reduced undl Octob^ 
1874. 

The United States of America reckon their mone j in 
dollars. To turn dollars, at the exchange of 4a. 6cL pet 
dollar, into pounds sterling, multiply the nimiber of dollam 
hyi^dy and divide by 40. To turn pounds sterling into 
dollars, multiply by 40, and divide by 9. 

The French calculate their stock, not by the amount of 
the principal, but by the amount of the dividend. Thus, 
1,000 francs in the French rentes, denote 1,000 &ancs par 
annum. To calculate the purchase money for any amount 
of French rentes, first ascertain the principal Fov the 
5 per cents, you multiply by 20, and for the 4|^ per cents, 
by 22^; — ^for the 4 per cents, by 25, and for the 3 per 
cents, by 33^. Havins: obtained the amount of stock, and 
the prii p^ceed iu L same way aa in calculating the 
purchase money for English stock. 

The following quotations from Waterston's " Commer- 
cial Dictionary,"* will serve to explain the operations: 
connected with foreign bills of exchange : — 

''A foreign bill of exchange is an order addressed to a person 
residing abroad, directing him to pay a determinate sum of foreign 
money to the person in whose favour it is drawn, or to his order. 
The amount oi foreign money, therefore, to be paid is fixed by the 
bill ; but the amount of British money (or money of the country 
in which the drawer resides), to be given for the purchase of tlue 
bill, is by no means fixed, but is continually varying." 

''Of the two terms of comparison between the monev of one 
place and that of another, one is fixed, the other is yariaole. The 

{)lace whose money is reckoned at the fixed price is, in commerdaT 
anguage, said to receive the variable price ; the other is said to 
^ve the variable price. Hence the higher l^e exchan^ between 
any two places, the more it is in favour of that which receives 
the variaole price; the lower, the more in favour of that which 
gives the variable price ;-^the exchange being said to be favouraUe 
or unfavourable to any place, according as a smaller or lai^ 
amount of the currency of that place is required for discharging 
a given amount of foreign payments. Thus London receives uom 

* A Cyelopsedia of Commerce, Mercantile Laws, Finance, Commeicial 
Gtoffeaphj, and NavigatioB, by William Waterston, Eiq. 
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Paris a variable number of francs and centimes for 1/. sterling ; 
and taking the par at 25 francs 34 centimes for 1/., exchange will 
be 5 per cent, m favour of London when it rises to 26 francs 62 
centimes, and about 5 per cent, against London when it falls to 
24 francs 7 centimes." 

''Bill merchants study the exchanges, not only between the 
place at which they reside and all other places, but also between 
all those other places themselves, by which means they are 
generally enabled to realize a profit b^ buying bills in one place 
and seUing them in another ; — ^in this way preventing any great 
fall in the price of bills in those countries in which the supply 
exceeds the demand, and any great rise in those countries in 
which the supply happens to be deficient. Sometimes exchan^ge 
operations are conducted with little outlay of capital. Thus, if a 
bdl merchant in London can seU a bill on Amsterdam at half per 
cent, premium, and buy one at Paris at half per cent, discount, 
and with the latter buy one at Paris on Amsterdam at par, he will 
have gained 1 per cent, by the transaction, without tne employ^ 
raent of any capital ; — ^the bill remitted from Paris to Amsterdam 
arriving in time to meet the bill drawn there upon his corre- 
spondent. Again, a bill merchant, in order to take advantage of 
a premium on the exchange, may obtain a credit abroad upon 
which he may draw bills, under the calculation that at some future 
and not very distant period he will be able to replace the funds at 
a lower rate of exchange, and thereby realize a profit by the 
operation. The central points for such transactions are Hamburgh, 
Amsterdam, Vienna, Paris, New York, and above all, London, tne 
great money change of the world." 

"In this country the buying and selling of bills on foreign 
countries is conducted by brokers, all such transactions centring 
in the metropolis. In London the days for the negotiation of 
foreign bills are Tuesdays and Fridays, i\LQforeian post days, Tbe 
brokers go round to the principal merchants, and discover whether 
they are Duyers or sellers ; and a few of the more influential, after 
ascertaining the state of the market, suggest a price at which tibe 
greater part of the transactions are settled, with such deviations 
as particular bills may be subject to from their high or low credit. 
For the bills they buy on one post-day, houses of established 
credit pay on the following post-day, when they receive the second 
and thurd bills of the set ; foreign bills being usually drawn in 
sets of three. The brokerage chained on bills is 1 per mille, or 
one-tenth per cent. 

"On the evenings .of ^esdays and Fridays, the market rates 
for bills on aU the prineipri fpreign oijties, with the current prices 
of bullion, are published inWetenhall's ' Coarse of the Exchange.' " 

The following are the* places to whicK Eii^lia.sA ^^r^ vk 
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certai/n amount of Bterling for a Tariable amount of foreigii 
money - — ' 

YurisUe according to 
iff the EzchangeB. 



Amsterdam. 

Do 

Rotterdam . 
Autwerp M.. 
Brussels «... 



Hambu^h 

. Paris 

Do 

Marseilles 

Frankfort 

Yienna. 

Trieste. 

Leghorn 

Genoa 



short 
3 months 

do. 

do. 

do, 

do. 

short 

3 months 

do. 

do. 

do. 

do. 

do. 

do. 



for 






99 



91 



99 

91 



99 



99 



12 4f Elorins and Stivers. 
12 7i do. 

12 8 do. 

26 5 Francs and Gents. 
26 5 do. 

13 141 Hares and Schillings. 

25 75 Francs and Cents. 

26 2 do. 
26 5 do. 

122 \ Batzen. 
10 11 Florins and Ereusersr 
10 12 do. 

30 37 Lire Tosc. and Gent. 
26 5 Lire and Gentesimi 



The following are the places to which England giyes aa 
UTicertain amount of sterling for a fixed amount of foreign 
money : — 



Variable according 
to the Exchanges. 



Madrid 3 months 36 pence 

Gadiz do. 36| „ 

Naples do. 40 ,, 

Palermo do. 119^ „ 

Messina do. 120 „ 

Lisbon 60days/d.54 „ 

Oporto do. 53^ „ 

Gibraltar do. 48 „ 

Venice do. 

St. Petersburg do. 

Bio Janeiro ... do. 

New York do. 

Galcutta do. 



47 „ 
38 „ 
30 „ 
47i„ 
23 „ 



for 1 Dollar of Plate. 
M 1 do. 

„ 1 Ducat. 

1 Onza, 

1 do. 

1 Mikeis. 

1 do. 

1 Hard Dollar. 

6 Lire Austriachi. 

1 Silver Bouble. 

1 Milreis. 

1 United States Dollact 

1 Gompany's Kupee. 



» 



» 



99 



it 



To ascertain the amount of English money that ought 
to be received for a foreign bill, divide the amount of 
the bill by the rate of exchange. Thus, suj^ose the fol- 
lowing biU, for 300 francs, were negotiated at the rate of 
25 fi^cs 65 cents the pound sterling, then divide 300 
by 25*65, and the result will be the amount in English 
money. 
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Londres, ie 18 Janvtefy 1849. B. P. F^- 300. 

Am vingi Fevrier proekain veuiUez payer eontre ee Mandat a 

rordrv de Mnsieurs , la somme de trm 

cetiUfrmncs valeur en e&mpte que vous pauerez de mime avee ou 
tans avie de 



jI Messieurs 



Bauquiers, Paris, 



25*65 ) 300.00 ( 11 
2565 



•4350 
2565 

1785 
20 



35-65 ) 35700 ( 13 
2565 



' \ 



10050 
7695 



2355 
12 



26-65 ) 28260 ( 11 
2565 



•2610 
2565 



-45 Answer, lU 13«. 11<;. 

We may observe that all bills are drawn in the money 
of the country in which tbej are to be paid. 

In the cases referred to in the 'third paragraph of the 
above quotation, the calculation is more complicated. To 
ascertain when it is more advantageous to send moufirj 
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from one country to another through a third country, there 
must be two '' rule-of-three " calcidations, instead of one ; 
and if the number of coimtries is increased, the number of 
calculations will be increased. But these calculations may 
be abridged by what is called " the Chain Kule," or 
"Conjoined Proportion," or "Compound Arbitration." 
The rule given by arithmeticians is the following : — Place 
the, numbers alternately, beginning at the left hand, and 
let the last number stand at the le^ hand. Then multiply 
the first row continually for a dividend, and the second for 
a divisor. 

Example. — If 12 lbs. at London are equal to 10 lbs. at 
Amsterdam, and 100 lbs. at Amsterdam are equal to 
120 lbs. at Paris, how many lbs. at LAidon are equal to 
40 lbs. at Paris ? 

Left. Right. 

12= 10 12X100X 40 =48000 

100=120 10x120=1200) 48000 ( 40 

40 48000 

Answer, 40 lbs. 

This rule is capable of two modifications. The. example 
we have given, is when it is required to find how many of 
the first sort of coin, weight or measure, mentioneifin the 
question, are equal to the last. It may be required to 
find how many of the last sort of coin, weight or measure, 
mentioned in the question, are equal to the quantity of 
the first. In this case, the following is the 

Etde, — Place the numbers alternately, beginning at the 
left hand, and let the last number stand on the right 
hand. Then multiply the first row for a divisor, and the 
second for a dividend. 

Example, — If 12 lbs. at London make 10 lbs. at Amster- 
dam, and 100 lbs. at Amsterdam make 120 lbs. at Paris, 
how many lbs. at Paris are equal to 40 lbs. at London ? 

Left. Right. 

12= 10 12x100 =1200 

100=120 10X120X40=48,000 ' 

40 12000 ) 48,000 ( 40 

48000 
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. The above examples will explain the principle of the 
Chain Bule. The following example, taken from Mr. 
Waterston, will show its application with regard to the 
transmisaon of money. 

London and Paris, through Hamburgh. — Find the arbi- 
trated rate between London and Paris when the exchange 
of London on Hamburgh is 13 marcs 12 schillings banco 
for II, ; and that of Paris on Hamburgh 184 francs 50 
centimes, for 100 marcs banco. 

This question comes under the second branch of the 
rula It is to ascertain how many francs will be obtained 
for II, sterling when sent to Paris by way of Hamburgh ; 
therefore, 

£1=220 schillings baneo=13 marcs 16 schillings. 
Schiilings 16=1 marc banco. 
iMarks banco 100=18450 cents =184 francs 50 cents. 
< Cents 100=1 franc. 

1£= 
Then, 1x16x100x100=160,000 divisor. 
220 X 1 X 18450 X 1 X 1 = 4059,000 dividend. 

Answer, 25 francs 37 cents. 

It wiU be seen from, the above example, that on the 
right-hand side the marcs, having also fractional parts, 
have been reduced to schillings, and the frB.ncs to cents ; 
and hence it has been necessary to introduce on the left- 
hand, the number of schillings in a marc, and the nimiber 
of cents in a franc : 16 = 1, and 100 =1. 

Althoilgh in this case the remittance is said to be through 
Hamburgh, yet in practice the operation would be made 
by purchasing in London bills on Hamburgh, and remit- 
ting those bills to Paris — unless bills on Paris direct could 
be purchased on more favourable terms. 

The calculations which refer to the transmission of gold 
from one country to another, are very important. To* 
these we will now refer. 

In England the precious metals are weighed by the 
pound Troy. The following is the table : — 

24 Grainis .... make 1 Pennyweight. 
20 Pennyweights .... 1 Ounce. 
12 Ounces 1 Pound. 
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Standard gold k what is called 22 caratB fine ; thai ig, 
22 parts of pure gold are mixed with 2 parts of alloy. 
This alloy consists chiefly, we believe, of copper. Ow 
silyer coins have 18 pennyweights of alloy in the pound. 

A pound weight of gold is coined into 44^ guineas, and 
in the same proportion for sovereigns. An ounce of 
standard gold is worth 3Z. 17s. 10|d ; being the twelfth 
part of 46l 14«. 6d, the value of a pound weight of goM. 

A poimd weight of silver is coined into 66 shilHngs; 
and in the same prop(^tion for crowns, half-crowns^ and 
sixpenny pieces. 

The specific gravity of gold is 19*3^ ; that is, it is 
19,360 times heavier than distilled water. 

The specific gravity of silver is 10*474 ; that of copper 
is 8-878. 

A cubic foot of distilled water weighs 1,000 ounces, or 
62'5 pounds avoirdupbis, which is equal to 75*95 poupds 
troy. 

Avoirdupois weight is as follows : — 

16 Drachms make 1 Ounce. 

16 Ounces 1 Pound. 

28 Pounds .1 Quarter. 

4 Quarters 1 Hmndred* 

20 Hundreds I Ton. 

1 lb. avoirdupois is equal to 1 lb. 2 oz. 11 dwts. 20 grs* 
troy. 

A pound avoirdupois is to a pound troy as 1750 to 
1440. 

1 lb. avoirdupois of copper is coined into 24 pence- 
equal to 240^. out of a ton. The old pennies weighed 
exactly an ounce avoirdupois ; so that in buying an ounce 
of any commodity, a poor man might, if he thought he 
had short we%ht, use a penny piece for the weight. For 
• some years past the pemiy has been only two-thirds of »a 
oimce. 

The amount of gold in circulation, induding that in the 
Bank of England, is variously estimated at from 44,000,000 
to 60,000,000. The silyer is estimated at 1 1,000,000, but 
that includes the coin in the colonies.* 

* Commons^ 3483— 3488. 
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We often find in the City Article of the Times, and 
sometimes in the Morning Chronicle and the Bconomigi, 
paragraphs like the following : — 

The premimn on gold at Paris is 7 per mille, whiph, 
at the English mint price of 3^. 17s, 10^. per ounce for 
standard gold, gives an exchange of 25*32^; and the' 
exchange at Paris on London, at short, being 25*25, it 
follows that gold is 0*30 per cent, dearer in Paris than in 
London. 

By advices from Hamburgh, the price of gold is 435^ 
per marc, which, at the Engli^ mint price of 31 17s, lO^d, 
per ounce for standard gold, gives an exchange of 13*10^ ; 
and the exchange at Hamburgh on London, at short, being 
13*10^, it follows that gold is 0*17 per cent, dearer in 
London than in Hamburgh. 

The course of exchimge at New York on London is 108^ 
per cent. ; and the par of exchange between England 
and America being 109f^ per cent, it follows that the 
exchange is 1*08 per cent, against England; but the 
quoted exchange at New York being for bills at 60 days' 
sight, the interest must be deducted from, the above 
difference. 

The real par of exchange between two countries is that 
by which an ounce of gold in one country can be replaced 
by an ounce of gold of equal fineness in the other country. 
In England, gold is the legal tender, and its price is fixed 
at 3^. 17a lO^d per oimce. In France, silver is the cur- 
rency, and gold, like other commodities, fluctuates in price 
according to supply and demand. Usually, it bears a pre- 
miimi or agio. In the above quotation, this premium is 
stated to be 7 per mille ; that is, it would require 1,007 
francs in silver to purchase 1,000 francs in gold. At this 
price the natural exchange, or that at which an ounce of 
gold in England would purchase an oimce of gold in 
France, is 25*32^. But ttie commercial exchange — ^that 
is, the price at which bills on London would sell on the 
Paris Exchange— is 25 francs 25 cents, showing that gold 
is 0*30 per cent, dearer in Paris than in London. Tables 
have been constructed to show the results of each fluc- 
tuation in the premium of gold in Paris. In the next 
section we shall insert a table of this kind with refer- 

o3 
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ence not only to Paris, but also to Hamburgh and to 
Amsterdam. 

At Hamburgh, again, the exchange is the other way. 
The price of a mark of fine gold is 435^ marcs banco, 
which gives an exchange of 13*10^ marcs and schillings* 
against the pound sterlmg. But the commercial exchange 
is 13*10f, which makes a difference of 4 of a schilling; 
and it foUows that gold is 0*17 per cent, dearer in London 
than in Hamburgh. 

The Money Table of the United States stands thua : — 

10 Milles make 1 Cent. 

10 Cents 1 Dime. 

10 Dimes 1 Dollar. 

10 Dollars 1 Eagle. 

The following regulations were adopted in the year 1834 
respecting gold and foreign coins : — 

" Be it enacted by the Senate and House of Bepresentatiyes of 
the United States of America, in Congress assembled, that the 
gold coins of the United States shall contain the following quaD* 
tities of metal ; that is to say, each eagle shall contain 282 grains 
fine gold, and 258 grains standard gold; each half eagle 116 
grains fine gold, and 129 grains standard gold ; each quarter eaffle 
shall contain 58 grains mie gold, and 64i grains standard gold ; 
every such eagle snail be of 9ie value of 10 dollars ; every such 
half eagle shall be of the value of 5 dollars; and every such 
quarter eagle shall be of the value of 2 dollars and 50 cents ; and 
the said gold coins shall be receivable in all payments, when of 
such weight, according to their said respective values ; and when 
of less than such weight, at less values, proportioned to their 
respective actual weights." 

" Be it enacted, &c. that from and after the 31st day of July 
next, the following gold coins shall pass current as money within 
the United States, and be receivable in all payments, by weight, 
for the payment of all debts and demands, at the rates following ; 
that is to say, the gold coins of Great Britain, Portugal, and 
Brazil, of not less than 22 carats * fine, at the rate of 94 cents 
and 8-lOths of a cent per pennyweight ; the gold coins of Eranee, 
9-lOths fine, at the rate of 9d cents and 1-lOth of a cent per 
pennyweight ; and the gold coins of Spain, Mexico, and Colom bia» 
of the fineness of 20 carats, 3 grains, and 7*16ths of a grain, at 
the rate of 89 cents and 9-lOths of a cent per pennyweight." 

* This is the usual mode of expressing the fineness of gold. The ounce is 
divided into 24 carats. If, out of this mass, 2, 3, or 4 parts out of the 24 consist 
of alloy, the whole is said to be 22, 21, or 20 carats fine. 
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Under £he above Acts of Congress the English sove^ 
reign was made a l^al. tender at the rate of 94y8^ cents 
per pennyweight. Hence, the full weight of the sovereign 
being 5 dwts. 3*274 grs., it was made equivalent to 4 dollars 
and 87 cents ; or 487 dollars equal 1002. But, according 
to a rule established in 1789, and ever since retained in 
exchange operations^ the par of the dollar is paid at 4«. 6d 
sterling, which gives for 487 dollars 1092. 11«. 6(f, The 
nominal par thus exceeds the real par 92. lis. 6d, 6r 
9|^ per cent. In this way, when the exchange is nomir 
naUy 9-|^ premium, it is really at par. The above calcu* 
lations are subject to some slight modifications by an Act 
of Congress fixing the amount of alloy in both the gold 
and silver coins at one-tenth ; but commercially, the par 
of exchange between England and America is usually 
quoted as equal to 109|-^ per cent. 

When we read in the above calculations that gold is so 
much dearer in one country than the other, we must not 
infer that gold can therefore be sent thither at a profit. 
We must take into account the expense of conveyance. 
It is generally considered that the charges and loss of 
interest attendant on sending gold to America, do not 
amount to much less than 2^ per cent. 

Before closing this subject we will make some remarks 
on our exchanges with India. It has been seen, that with 
this country we give an uncertain amount of sterling for a 
fixed amount of foreign money; that is, we give so many 
pence (^y 23 or 24) for a rupee. . The lower the exchange, 
that is, the fewer pence we give for the rupee, the more 
fevouiable is the exchange for England. For, the lowfer 
the rate, the more favourable is the exchange to that 
country in whose currency the rate is reckoned. 

The following is the Table for East India Money : — 

12 Pice make 1 Anna. 

16 Annas 1 Rupee. 

100,000 Rupees 1 Lac 

100 Lacs 1 Crore. 

Taking the rupee at 2«., a crore of rupees is equal to 
1,000,0002. sterling. A lac is, of course, 10,0002. The 
figures expressing Indian money are not easily understood 
by Europeans^ The capital of the Bank of Bombay v& 
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stated at 52,25,000 rupees, and the capital of the Bank 
of Bengal at 1,10,13,580 „ 1 „ 7. These figures should 
be respectively read thus : — Fifty-two lacs, twenty-fi;ve 
thousand rupees — One crore, ten lacs, thirteen thousand 
five hundred and eighty rupees, one anna, and seven 
pice. 

The East India Company issue in London bills on 
India. They also discount in India bills drawn on London, 
•taking as collateral security the bills of lading and the 
policies of insurance of the goods against which the bills 
are drawn. Their advances are usually to the extent of 
three-fourths, or sometimes three-fifths, of the estimated 
value of the goods. The rate of exchange is publicly 
announced, and undergoes modification fi:om time to time, 
according as the Company may have occasdon to accu- 
mulate funds in London or in India.* 

In making fiorther observations upon the subject of 
this section, we may observe, that there is often a great 
&ciUty acquired in performing arithmetical operations by 
wying the numbers, and especiaUy if we can Bubrtitute 
ten or a hundred for some other number. And sometames 
we may change the operation, and use multiplication for 
addition, or the reverse. Thus, if we have to multiply by 
15, we can multiply by 10 by adding a cipher, and then 
add half the sum. If we have to take three-fifths of'a 
number, we may take the six-tenths. Instead of dividing 
by 25, we may multiply by 4, and divide by 100 ; or, 
instead of multiplying by 25, we Inay multiply by 100 and 
divide by 4. • 

To calculate the interest on large sums at any rate per 
oent. it is usually best to find the interest at 1 per cent., 
(as you have only to divide by 100,) and then midtiply by 
the rate per cent. 

It is useful sometimes to know how many persons enter 
a bank in the course of a day, and during what hours the 
greater number arrive. To do this, set a person in the 
hall, with a paper marked 9 to 10, 10 to 11, and so on. - 
Then, when a person enters a bank between the hours of 
9 and 10 o'clock, he will make a mark like a figure 1. 

* See the Evidence of W. P. Paton, Esq. and J. D. Dickenson, Esq. before the 
Committee of th^ Uouae of Commons, on Commercial Distr^t^ 1848.. 
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This mark he will repeat as every additional person enters. 
He will go on in this way all through the day. When the 
bank closes, he will ascertain by counting the marks how 
many persons have entered the bank during each hour^ 
and how many altogether. The cashiers ^oidd go to 
dinner daring the hour in which the fewest people come 
to the counter. And if a clerk wants a day's hoUday he 
should fix on the day in which the fewest people enter the 
bank. It is in this way that a man standing in the street 
is able to keep a register of the number of omnibuses that 
may pass him during the day^ 

Occasionally we find that " calculating boys " have been 
exhibited who have performed arithmetical operations with 
wonderful rapidity. In some cases they have explained 
their mode of doing so. It would appear that they haVe 
in their mind a large multiplication table, not ending at 
12 times 12, but extending to 50 times 50, or 100 times 
100 j secondly, they have a great rapidity of finding 
equivalent numbers by which the questions are more 
easily worked ; and thirdly, they have a great power of 
memory, by which they can carry on operations in their 
mind without committing them to paper. They seemed 
to have these endowments by nature ; but they may aU, 
in a degree, be acquired by application. A large multipli- 
cation table may be learned by perseverance. A &cility 
of finding equivalent numbers may be acquired by study 
and practice. And even arithmetical operations may 
be performed by the memory. Let a person try to work 
a sum in the rule of three in this way, m perfect darknesSy 
and he will find it not so difficult as he would at first 
imagine. But the facilities thus acquired by application 
would, of course, be vastly inferior to the endowments 
exhibited by these " calculating boys." It is remarkable 
that these boys are not found to retain this wonderfiil 
faculty after they are grown to be men. 

The various systems of artificial memory profess to 
teach the art of remembering figures. This is done by 
turning figures into letters, and then forming a word from 
those letters, or by associating a symbol with the number, 
or by adding the letters to the end of the word. Thus, 
suppose the floor of the room in which you are sittinqc, 
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were divided into nine compartments, and hieid a 'figure 
and letters in each compartment ; thus — 



1. 

B.C. 


2. 
D.F. 


3. 
G.H. 


4. 
J.K. 


5. 
L. 


6. 

M.N. 


7. 

P. a 


8. 
R.S. 


9. 
T.V. 



Now, if you wished to remember the number 29, you 
might form the word " foot," and the consonants / and t 
would give you 29. If you wished to recollect 86, form 
the word " room." So, if the number were 63, it would 
be represented by the word "log." The word "book" 
would represent 14; the word "paper," 778; and "ledger," 
5238. The advantage of having two letters to one figure 
is, that you can more easily form words ; for, if one letter 
will not form a word, the other may. Besides, if you 
should forget what letter represents any figure, by running 
over the alphabet you wiU call it to mind. 

We have sup|)Osed these numbers and figures placed 
on the floor. Now stand in the centre of the room, 
with your face toward the window. Divide the wall before 
you into the same compartments as the floor, and place 
over the wall on the ceiling the number 10. You have 
then before you all the numbers, from 10 to 19 inclusive. 
Divide the wall on your right hand in the same way, and 
place over it the number 20. Over the wall behind you 
place 30 ; and over the wall at your left hand place 40 ; 
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and over your head in the centre of the ceiling place the 
number 50. You have now a local place for all the 
numbers, from 1 to 50. And if you wish at any time to 
recollect any one of these numbers, your memory will be 
assisted by calling to mind its locality in this room. 

You may go farther than this. You may place in each 
of these fifty squares a symbol ; that is, the figure of a 
tree, a flower, a bu*d, a beast, a fish, or anything else. 
For instance : — In the compartments on the floor you 
may place trees, the name of each tree beginning with 
the letter belonging to the compartments. The compart- 
ments from 10 to 20 may each have a flower : from 20 
to 30, a bird : from 30 to 40, a beast ; and from 40 to 
50, a fish. And then, if you wish to recollect any matter, 
you may form some fiEuicifol association between it and 
the symbol. 

Dr. Grey's system is different from that we have 
described. He represents the numerals by the following 
consonants and vowels : — 



1 


2 


3 


4 


3 


6 


7 


8 


9 





b 


a 


t 


f 


1 


s 


P. 


k 


n 


w 


a 


e 


• 

1 





u 


au 


01 


ei 


on 


7 



Then, to recollect a date, you will alter the termination of 
the word, and place those letters that correspond with the 
figures. Thus, he calk Alexander the Great, AlexUa, and 
the last three letters show that he died 331 years before 
the Christian era. Julius Caesar is called Julio«, showing 
that he died 46 years before th^ same period ; and "RomptU 
shows that Home was founded 753 years before the 
Christian era. 

These systems of artificial memory have not been found 
in^ practice to answer the eulogiums of their professors. 
Nevertheless, they are occasionally useful in assisting the 
recollection of figures. 

We shall now take a view of those Methods of Calculation 
that have a reference to Beasoning and Statistics. 

" We shall consider the relation between a whole arid its 
parts, with reference to arithmetical numbers, physical 
objects, and moral ideas. 

" With regard to arithmetical numbers. 
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" Any arithmetical number may be divided into as many 
parts as it contains units ; and again, a unit may be divided 
into any number of fractional parts. It is obvious, that 
aU the parts into which any number is divided must, when 
added together, be equal to the whole number. A sovereign 
is equal to twenty shillings ; if, then, you receive in ex- 
change for a sovereign only nineteen shillings, you wDl infer 
that you have not the whole. A pound weight is equal to 
sixteen ounces ; if, then, in buying a pound of tea, or of 
sugar, you get only fifteen ounces, you will infer that you 
have not the whole. 

" Again, if two numbers that are equal to one another be 
multiplied respectively by any number, the products will 
be equal. If one Indian rupee be equal to one shilling and 
tenpence, you will infer that twenty rupees will be equal to 
twenty times one shilling and tenpence. So also — 

*' If equal numbers be added to equal nimibers, the totals 
will be equal. 

" If equal numbers be subtracted from equal; numbers, 
the remainders will be equal. 

'* If equal numbers be divided by equal numbers, the 
quotients will be equal. * 

" These maxims are too obvious to require any illustra- 
tion. They form the foundation of much of our reasoning 
with regard to figures and quantities. 

'' Addition, subtraction, multiplication and division are 
the four operations with regard to numbers, and these 
operations are often called into exercise, not only with 
regard to our physical, but also with regard to our moral 
reasonings." 

" In the Report of the Board of Health upon the Supply 
of Water, it is stated that the Thames, Lea, and New River 
waters contain sixteen grains of lime in every gallon. * The 
importance of this mineral ingredient, however, is only 
to be correctly estimated when viewed in the aggregate;' 
for the daily supply of water is forty-six millions of 
gallons, and this quantity will contain twenty-six tons of 
lime. 

** If you are a clerk in a public oflftce, and are behind your 
time a quarter of an hour every morning, in three hundred 
days that will amount to seventy-five hours ; more than 
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'equal at six hotuns a-day to a holiday of twelve days in the 
course of the year. A large number of small parts will 
make a great whole. 

" The following anecdote proves, by multiplication, the 
importance of punctuality : — 

'A member of the Committee being a quarter of an hour 
behind the time, made an apology, saying, the time passed away 
without his being aware of it. A Quaker present said — ''Friend, 
I am not sure that we should admit thy apology. It were matter 
of deep regret that thou shouldest have wast^ thine own quarter 
of an nour ; but there are seven besides thyself, whose time thou 
hast also consumed, amounting in the whole to two hour»— and 
one-eighth of it only was thine own property.** ' 

" Partieswho keep orainibuses or other public conveyances 
waiting for them, should recollect that they are sporting 
with the time of .all the other passengers. 

** While we multiply in order to prove the importance of 
an object, we use division when we wish to produce a con- 
trary impression. Mr. Norman, the Bank Director, pub- 
lished a pamphlet a short tipae ago to show the lightness 
of our taxation. He divided the total amount of the taxes 
by the total number of the population ; and he inferred 
that the taxation was light from the small average amount 
paid by each individual" 

'^ The facts with which this science (Statistics) is con* 
versant are those which are susceptible of being represented 
and registered by figures. Its arithmetical operations are 
chiefly multiplication and division, the calculation of 
ratios, and the construction of tables. 

^' In treating of the relation of a whole and its parts, I 
have observed that we employ multiplication, when we wi^ 
to magnify the importance of any matter, and division when 
we wish to produce a contrary effect. Thus if a party 
wished to show that the Established Church is in posses^ 
sion of enormous wealth, he^ would endeavour to obtain an 
account of all ecclesiastical property, and present it in one 
sum. But if another party wished to produce a different 
impression, he would divide this sum by the number (^ 
clergymen, and contend that upon an average they do not 
receive, individually, a higher income than an educated 
man should receive for the kind of duty he performs 
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It was by simple multiplication that Mr. G. R. Porter 
ascertained the amount spent annually in the purchase of 
Spirits, Beer, and Tobacco — flums which he happily styled 
'' self-imposed taxes." The following is the amount taken 
from the paper he read on the subject, at Edinburgh, before 
the Statistical Section of the British Association : — 

British and Colonial Spirits .... £20,810,208 
Brandy 3,281,250 

Total of Spirits . . 24,091,453 
Beer of all kinds, exclusive of that 

brewed in private families .* . • . 25,383,165 

Tobacco and snuff . 7,588,607 

Total self-imposed taxes .... £57,063,230 

" When we wish to compare a number of things together 
in some one respect, we employ a ratio. The ratio usually 
employed is a per centage. For example, if we wish to show 
the number of crimes in each county or district, as com- 
pared with its population, we should place in one colimm 
•the population of each county, and, in an adjoining column, 
the number of crimes in each county. We should then 
reduce these figures to a ratio, that is, we would, by the 
rule of three, ascertain what per cent in each counly the 
crimes bore to the population. We might then, in making 
our comparisons, dispense with both the preceding columns; 
and place against the name of each county its per oentage 
of crime. 

"A series of figures may be placed either longitudinally 
or horizontally. In the former case they are called a 
column of figures ; and in the latter case a row of figures. 
A tahle of figures combines both. Several c6ilunins of 
figures are placed side by side, but at the same time there 
is a -connexion between all these columns horizontally. 
Such a table admits of being added together in two ways. 
You may add longitudinally, and place at the bottom ihe 
amount of each column; and you may add hori2ontally> 
and place in a column at your right hand, the separate 
amount of each row. You will understand what I mean 
by the following table, which I have taken fi:om *Th6 
Statistical Companion,' published by T. C. Banfield and 
€. R Weld, of the Royal Society :— 
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ClaiiifiedAbitfaeis of the Humbert of Eleetore inthe Counties^ Citiett andBorongke 
of Great Britain^ for the year 1846. The total number of registered Electors 
in 1846 wcu as follows: — 



En&rland «. 


Counties. 


Cities and 
Boroughs. 


Total. 


475,036 
37,340 
48,953 


842,342 
11,205 
29,597 


817,378 
48,545 
78,550 


Wales «... 

Scotland ..i... ...••• 


Totals. 


561,329 


383,144 


944,473 





*\ All tables are not drawn np in this form. Some consist 
only of a series of columns placed side by side without 
any horizontal connexi(ni» and sometimes the columns are 
not added up longitudinally." 

'' The principle of classification — that is^ of genus and 
species — ^is of very extensive use in statistics j and we can 
rarely apply it in any case without obtaining some im- 
portant information. This remark is illustrated in tbe 
following table, from the Statistical Companion : — 

NATioiTAi. D^vt.— Numbers and Cleusifieation of Fundholders, 



Persons entitled to 
receive dividends 
October 10, 1846. 


Persons entitled to 
receive dividends 
October 10, 1847. 


Amount of Dividend each 
Person was entitled to receive. 


No. 

50,008 

24,978 

53,829 

13,119 

6,898 

, 1,908 

1,225 

529 

164 

92 


No. 

51,609 

25,274 

54,145 

13,087 

6,889 

1,917 

1,203 

520 

163 

97 


Not ezceedinir 5 


„ 10 


„ 50 


„ 100 


,, ,..; 200 


„ 300 


„ 500 


„ 1,000 

Exceeding ,.2,000 


152,740 


154,904 


• 


Showing that the number of persons thus entitled to Dividends on the 10th . 
October, 1847, was 2,164 more than at the same period of last year, by 
far the latest portion of the increase being in the smallest amounts."* 



The following questions may be instructive or inte- 
resting to those young men who may be disposed to 
work them : — 

** When a banker discounts bills having two, three, six, nine and 
twelve months to run, charging at the time the discount of 4 per 

* « Logic for the Million"— Section on the Application of Logic to Statistici^ 
byJ. W. Gilbart, F.R.S. 
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cent., what rate of interest does he obtain on the money actuallf 
advanced at these respective dates ? 

" Suppose a banker should lend 100,000/. consols at 90, from 
the 1st of January to the 13th day of February, at l-16th con- 
tinuation, and should part with the money at 10,000/. a-dav in the 
discount of bills at 2i per cent., sXL of which bills should &11 due, 
in equal nroportions, on the 10th, 11th, and 12th of Febmaiy, 
what would he gain by the transaction P 

" If a banker buy consols at 90 on the 1st of December^ receive 
the half-yearly dividend on the 8th of January, and sell the 
consols again at 90 on the 1st of February, what interest per 
cent, per annum does he receive for his money after deducting the 
income-tax? 

" If a Long Annuity (which expires in January, 1860) is bought 
at 8} on the 1st day of March, 184!9, what rate of interest cbes 
it yield after paying the income-tax of sevenpence in the pound 
on the annuity P 

" Suppose there were thirty clerks in a bank, the junior had SOL 
per annum and the senior 500/., and they increased m arithmetical 
progression ; what is the ratio of their increase, and what is tiie 
total amount of their salaries ? 

''Suppose you were asked to make an advance on a lease 
which nad twenty years to run, and on which there was a net 
profit rent of 100/. per annum, what advance would vou make 
upon it, calculating its present value at 7 per cent., and taking a 
mardn of one-third its value P 

''if a bank which has 20/. paid up on each share pays a dividend 
of 6 per cent., how much is that per share P 

" If a bank gives an annual bonus of 7s. per share, oa whidi 
10/. is paid up, now much is that per cent, per annum P 

" One ounce of standard gold is worth 3/. Vjfs. lOhd. A sovereign 
is worth twenty shillings. What should be its weight ? 

" A pound weight of silver is coined into sixl^-six shillings. 
What are the respective weights of a sixpenny-piece, a shillings 
and a half-crown P 

" A ton weight of copper avoirdupois is coined into 240/. in 
penny-pieces : What is the weight of a halfpennv-piece P 

"What is the weight of a cubic foot of gold, and into how 
manysovereigns may it be coined P ♦ 

"What is the weight of a cubic foot of silver and into how 
manyshillings may it be coined ? ♦ 

"What is the weight of a cubic foot of copper, and into how 
many farthino^s can it be coined P * 

"A cubic foot of gold will displace a cubic foot of water, but 
how much water womd be displaced by a cube of silver of the 
jsame weight t 

* See p. 296. 
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*' The gold that came to Solomon in one year was six hundred 
threescore and six talents. Supposing this to be pure gold, how 
much alloy must be added to reduce it to standard gold, and what 
then would be the number of talents ? — Supposing this standard 
gold to be taken to the issue department of the Bank of England 
under the Act of 184:4, and bank notes received in exchange at 
the rate of 3/. 17s. 9d. per ounce, what amount of bank notes 
would be received, ts^dng the Hebrew talent as equal to 113 lbs. 
10 oz. 1 dwt 10 grs. troy P — Supposing payment of these notes 
should afterwards be demanded m sovereigns, which are coined 
at the rate of 3/. 17s. lO^d, per ounce, what would be the total 
weight of these sovereigns F 

"Eind the arbitrated rate of exchange between London a^d 
Amsterdam when the exchange of London on Madrid is 37 pence 
for one dollar of plate, and that of Amsterdam on Madrid is 100 
florins 75 cents, tor 40 ducats of plate.* 

" Bar gold in London is 77s. 9d. per ounce standard ; re- 
quired the arbitrated rate of exchange produced by its export to 
toe United States for coinage, at the rate of 232}- grains of fine 
gold for the ea^le of 10 dollars.* 

" Bar silver m London is 60 penc^ per ounce standard; in Am- 
sterdam 04j^ florins per pond fine ; required the arbitrated rate of 
exchange, the Netherlands pond being equal to 1,000 wigties, and 
31*1002 wigties equal to one ounce troy * 

"If the premium on gold at Paris is 5^ per mille, and the 
exchange at Paris on London is 25*27^, how much per cent, is 
gold dearer in Paris than in London P * 

" If the price of gold at Hamburgh is 435 per marc, and the 
exchange at Hamburgh on London is 13'10f , how much per cent, 
is gold dearer in Hamburgh than in London P" f 



SECTION XIV. 

BANKING DOCUMENTS. 

By banking documents, I mean such reports, bonds^ 
deeds, letters^ or other writings, as are used in connexion 
with bankmg. 

I. I shall notice those Documents that are used in the 
formation of a Joint-stock Bank. 

* These three questions are taken from Wateiston's Manual of Commerce, 
where the operations are performed, 
t See the Table, No. 18, in the next Section. 
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Sib, 

Your application for shares in the ^ 

Banking Company nas been laid before the Provisional (Committee, 
who regret, that in consequence of the numerous applications, 
they are unable to comply with your request. 

I am, Sir, 

Tour obedient Servant, 

A. B. Secretary* 

The certificates granted upon receipt of the first pay- 
ment on the shares are different. Some use the follow- 
ing form : — 

__BANKING COMPANY. 

Deposit Cebtipicate. 

No. 

18 

This is to certifv, that the bearer hereof has paid the sum 

of £ , being the allotment fee of_ 

per share upon shares of £ each, allotted to him 

in the capital stock of the above Banking Company. 

For the Provisional Committee 
of the__ Banking Company. 



Other banks adopt the form of a receipt, thus : — 
BANKING COMPANY. 

# 

Heceived of Mr. < on account of the 

above bank, the sum of £ being the deposit of 

_per share on his being admitted a holder of 



.shares. 



.18 



After the sums have been received, a general meeting of 
the shareholders is called in the following form : — 

BANKING COMPANY. 

18 

Sib, 

I am instructed by the Provisional Committee to infbrm 
you, that the first general meeting of the shareholders in the aJbove 

Banking Company will be held at the on 

next, for the purpose of submit- 
ting a report of their proceedings, electing a board of directors. 
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and adopting resolutions for the immediate constitution of the 
Company, 
The chair will be taken at twelve o'clock. 
Lest you should be unable to attend, I annex a form of proxy 
for voting, the blanks of which you must fill up before it is placed 
in the hands of a shareholder. 

I am, Sir, 

Your obedient Servant, 

Secretary. 

Pboxy roK Voting. 

BANKING COMPANY. 

I, the undersigned, a shareholder in the above Banking Com- 
pany for shares, do hereby appoint 

also a shareholder therein, to vote for me, and on my behalf, at the 

first general meeting of shareholders, to be held in 

on instant. 

Witness my hand, this day of 18 

Name 

Residence 

No. of shares 

At the general meeting the provisional committee make 
a report of their proceedings. Resolutions are then passed 
— 1. That the report be received and printed; — 2. That 
certain shareholders then named be appointed directors ; — 
3. That the thanks of the meeting be given to the provi- 
sional committee. The bank is now formed, and the 
government is assumed by the directors. They appoint 
the manager and other officers ; they prepare the deed of 
settlement; and they adopt the measures necessary for 
the conamencement of business. 

II. — The Deed of Settlement 

This is the deed of partnership, which must be signed 
by all the shareholders. It fixes the name of the bank — 
the places where business is to be carried on — and the 
denomination and number of the shares. It regulates the 
appointment of directors — the qualifications of share- 
holders — and the mode of holding meetings, transferring 
shares, and making dividends. It also provides for the 
winding-up of the affairs of the bank, in case it should 

VOL. I. P 
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not be successful. So many jointHstock banks have printed 
their deeds of settlement, that any new bank would find 
no difficulty in procuring a copy. All banks now intro- 
duce a clause, providing that if one-third or one-fourth of 
the paid-up capital be lost, the bank shall be dissolved : 
and.generally there is a clause authorizing any alteration 
of the deed by two successive meetings of the shareholders 
specially summoned for that purpose. 

III. — Bonds of Security hy the Officers, 
The following form may be adopted for a manager : — 
Know all men by these presents, that we, A, B. of 



C,D,oi E,F. of — ^ and (9. ZT., are held and 

firmly bound to W, X. and 7. ^. in the sum oifive thousand ^\m'd& 
of lawful money of Great Britain, to be paid to the said W, Xand 
Y. Z. or their certain attorney, executors, administrators or 
assigns, for which payment to be well and truly made, we bind 
ourselves and each of us, and any three, or two of us, and our and 
each of our heirs, executors, and administrators, and the heirs, 
executors, and administrators of any three, or two of us jointly, 
severally, and respectively, firmly by these presents. Sealed with 

our seals. Dated this day of in the year 

of our Lord one thousand eight hundred and , 

Whereas the above-bounden A. B. has been appointed chief 
manager of a certain public joint-stock banking company, called 

the , of which company, 

and for the general purposes thereof, the above-named fF, X. and 
Y. Z. have been appointed trustees. And it was agreed, that on 
the appointment of the said A. B. to be such manager as aforesaid, 
he sjiould with sureties enter into a bond to guarantee his fidelity 
and honest conduct while in the service of the said company. 
And whereas each of them, the above-bounden C. Z)^ E, F^ and 
G. H, has, at the request of the said A. B. agreed to become 
surety for him as aforesaid to the extent oijive thousand pounds : 
Now the condition of the above-written bond or obligation is, that 
if the said A. B. do and shall from time to time while he shall con- 
tinue in the service of the said company as the chief manager 6f 
the said company, diligently and faithfully serve them, and cfevote 
the whole of his time ana attention to their business, and give 
such reasonable attendance at their banking-house, as the directors 
for the time being of the said company shall from time to time 
require, and do and shall keep all the secrets of the said company, 
and inform the said directors of the company for the time oeing 
of all such letters, vnitings, papers, and occurrences whatever as 
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shall from time to time come to his knowledge respecting the said 
business, and do and shall keep all the cash accounts, ledgers, 
books, deeds, writings, and papers, belonging or relating to the 
said concern in a proper and business-like manner, and regularly 
answer the letters of their correspondents, and do and shsJl take 
due care of the monies, securities for money, and property belong- 
ing to the said company, or placed in their custody, ana do and 
shall from time to time account for, render, and make over to the 
directors for the time being of the said company, all such cash, 
bills, notes, and other securities as shall from time to time come, 
or without his wilful default might have come to his hands, and 
shall not embezzle, conceal, or waste, nor permit (as far as in him 
lies) to be embezzled, concealed, or wasted by otners any of the 
property of the said company, or which shall have been entrusted 
to tneir care, and do ana shall receive all the customers of the 
said banking-house with civility, and make up the notes or memo- 
randums of their respective affairs when necessary, and do and 
shall as far as in him lies cause the clerk or clerks of the said 
company to give full and due attendance at their said banking- 
house, and tnere to conduct and demean himself or themselves 
diligently and faithfully and in an orderly manner : and also if the 
saia A. B. do and shall in all other respects diligently, skilfully, 
and faithfully demean and conduct himself as the chief manager 
of the said company : and moreover, if they the said C. i>., E. F,, 
and G. ZT, their heirs, executors, or administrators, or some of 
them, shall and do well and sufficiently save harmless and keep 
indemnified the said company and the directors and all other 
members thereof from and against all losses, costs, charges, and 
expenses which shall or may happen or come to them for or by 
reason of any act, deed, matter or thing whatsoever, wilfully and 
improperly done, or wilfully and improperly omitted to be done by 
the said A. B, in or during the said service, then the above- 
written obligation shall be void, but otherwise the same shall be 
in full force. Provided always, and it is hereby declared, that 
under the said obligation, the said C» D, his heirs, executors, or 
administrators, shall not be liable to a greater sum in the whole 
than two thousand ^ve hundred pounds, nor the said E. F. his heirs, 
executors, or admmistrators to a greater sum in the whole than 
one thousand five hundred pounds, nor the said G. H. his heirs, 
executors, or administrators to a greater sum in the whole than 
one thousand pounds. As witness the hands and seals of the said 
parties. 

The following is the form for a clerk :— 

Know all men by these presents, that A, B,, C, B., and E, F, 
are held and firmly bound to W. X, and Y. Z*, in the igen^ ^^^ss^ 

p 2 
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of one thousand pounds of lawful money of Great Britain, to be 
paid to the said W. X, and F. Z,, or their certain attorney, execu- 
tors, administrators, or assigns, for which payment to be well and 
ti-uly made, we bind ourselves and each of us, and our and each 
of our heirs, executors, and administrators, and the heirs, execu- 
tors, and administrators of any three or two of .us jointly, seve- 
rally, and respectively firmly by these presents. Sealed with our 

seals. Datea this 

Whereas the above-bounden A. B, has been appointed a clerk 

in a certain public company, called the , 

of which company and for the general purposes thereof the above- 
named W. X. and Y. Z. have been appointed trustees. And it 
was agreed that on the appointment of the said A. B. he should 
with sureties enter into a bond to guarantee his fidelity and 
honest conduct. And whereas the above-bounden C. D, and E, F. 
liave at the request of the said A. B. agreed to become surety for 
him as aforesaid to the extent oi five hundred pounds each. Now 
the conditions of the above- written obligation is, that if the said 
A. B. do and shall, while he shall continue in the service of the 
said company as such clerk, diligently and faithfally serve them, 
and devote the whole of his time and attention to their business, 
and give such reasonable attendance at their office, as the direc- 
tors or manager for the time being of the said company shall from 
time to time require ; and do and shall keep all the secrets of the 
said company, and inform the directors of the said company for 
the time being of all such letters, writings, papers, and occurrences 
whatsoever, as shall from time to time come to his knowledge re- 
specting the said business ; and do and shall from time to time 
account for and make over to the directors or manager for the 
lime being all such cash, bills, notes, and other securities as shall 
from time to time come or without his wilful default might have 
come to his hands, and shall not embezzle, conceal, or waste, nor 
permit (as far as in him lies) to be embezzled, concealed, or wasted 
oy others, any of the property of the said company, or which shaU 
have been entrusted to their care. And also if the said A. B. do 
and shall in all other respects diligently, skilfully, and faithfully 
demean and conduct himself as such clerk of the said company. 
And moreover, if they the said C. 2>. and E. F,, their heirs, execu- 
tors, and administrators, or some of them shall and do well and 
sufficiently save harmless and keep indemnified the said company 
and the directors and all other members thereof from and against 
all losses, costs, charges, damages, and expenses, which shall or 
may happen or come to them for or by reason of any act, matter, 
or thing whatsoever wilfully and improperly done, or wilfully and 
improperly omitted to be done by tne said A. B. in or during the 
said service, then the above-written obligation shall be void^ 
orfierwise the same s\xall be in full force. Provided always, and 
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it is hereby declared, that under the said obligation the said C. D., 
his heirs, executors, or administrators, shall not be liable to a 
greater sum in the whole thasi/lve hundred pounds ; nor the said 
K F, his heirs, executors, or aaministrators, to a greater sum in 
the whole ih^Xifive hundred ^\mdi&. As witness the hands and 
seals of the said parties. 

IV. — Declarations of Secrecy, 

The following is the form for the directors Q,nd 
trustees: — 

We, the undersigned persons, being respectively the directors ' 
and honorary directors, and trustees of the public Joint-stock 

Company, called . do severally declare 

that we will respectively, faithfully, and impartially discharge the 
several duties devolving on us as such directors as aforesaid, 
according to the deed of .settlement of the company bearing date 

the day of and any laws and regulations 

that may be made in pursuance thereof. And we do hereby 
pledge ourselves, and as inviolably as if we had taken our oaths 
thereto, that we will observe the strictest secrecy on the subject 
of all transactions of every description of the company, with 
their customers for the time being, or with any other bodies 
or persons whatsoever, and on the subject of the accounts of all 
bodies and individuals from time to time having accounts with 

the said company. Dated this day of 

18 

The following is the form for the officers : — 

Declaration of Secrecy by the Managers and Clerks, 

We, the undersigned persons, being respectively managers, 

accountants, cashiers, tellers and clerks of the .^ 

Banking Company, do severally declare, that we will respec- 
tively, laithfully, honestly, and impartially discharge the several 
duties devolving on us as such managers, accountants, cashiers, 
tellers, and oleics as aforesaid, according to the directions of the 
directors of the companv, and any laws and -regulations that may 
be made by them. Ana we do hereby severally pledge ourselves, 
and as inviolably as if we had taken our oaths thereto, that we 
will observe the strictest secrecy on the subject of all transactions 
of everjr description of the company with their customers for the 
time being, or with any other bodies or persons whatsoever, and 
on the subject of the state of the accounts of all bodies and indi- 
viduals from time to time having accounts with the said company. 
Dated this day of 18 
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V. — Letters of Gruaranteey* 

With reference to Advances or to Bills DiscoufUeS. 

Bill-brokers usually give a letter of guarantee^ instead 

of indorsing the bills they have discounted with the 

bankers. And sometimes one party will guarantee to the 

bank the bills discounted for another. 

To the Directors of the BanUfig Company, 

Gentlemen, 
In consideration of your paying the cheques of Mr. 



' or otherwise adyaDcin^ him sums of money, I hereby guarantee 
the repayment thereof upon demand, to the extent of one thou- 
sand pounds. I am, &o. 

(2) 
To the Directors of the Banking Compat^. 

Gentlemen, 

In consideration of your discounting a bill for £, 

drawn by A. B. or C. D. dated at months, 

I hereby guarantee the due payment of the same at maturity. 

I am, &c 

(3.) 
Gentlemen, 
In consideration of your discounting the above bills, I hereby 
guarantee the punctual payment thereof as they respectively 
fdl due. I am, &c. 

(4.) 
Gentlemen, 
Mr. John Slender may have occasion to offer you sundry bills 
for discount. In consideration of your discounting such of them 
as you approve of, which I request you to do, I hereby guarantee 
the punctual payment of such bills when due. I am, &c. 

VI. — A Form of Letter, 

To he signed hy a Tarty lodging Deeds or other Documents as 

Security for Advances of Money, 

(1-) 

To the Directors of the Banking Company, 

Gentlemen, 
I have sent you the title deeds, and other writings, relating 
to my several freehold and copyhold estates and properties, in or 

* There are some excellent remarks on this subject, as veil as on other matters 
connected with practical banking, in " Chapters on Country Banking," by 
J. R. Rogeis. (£. Wilson.) 
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near in the county of , and which 

documents I hereby declare are deposited with you, as a security 
for all sums of money now or hereafter to become due from me, 
either solely, or jointly with others, to the said banking company, 
either upon banting account, or in any other manner nowsoever, 
(including interest, commission, and all other usual banking 
•chaises) ; and I hereby engage, upon request, to execute to you 
or to the trustees of the said company, a mortgage of the said 
tenements and premises, for the better securing the said sum or 
sums of money, intended to be hereby secured, such mortgage to 
contain a power of sale, and all other usual covenants, and to be 
at my expense. I am^ &c. 

(2.) 
' Gentlemen, 

Having this day borrowed of you £ : upon a deposit of 

the under-mentioned securities, which sum is to be repaid to you 

with interest at per cent, per annum on the ^-^ 

next, I hereby authorize you, in case the said sum of iSu 



shall not be repaid as aforesaid, to sell the said securities, or any 
part thereof, wlienever you may think proper so to do, and repay 

yourselves the sum of £ and interest, returning to me the 

surplus (if any) or holding it for my account ; and m the event 
of any deficiency, I hold myself responsible to you and the 
survivors of you lor the same. I am, &c. 

(3.) 

Gentlemen, 

In consideration of the loans, advances, or discounts which 
may be made to me, or upon my request, by you, I hereby charge 
all or any title deeds or other property belonging to me, which 
I may place or leave in your hanas, vrith the repayment of all 
such loans, advances, or discounted bills^ together with all costs, 
interest, and charges thereon ; and I hereby undertake to make 
an assignment by way of mortgage, with power of sale, whenever 
called upon so to do, of the property which I may or shall be 
entitled to under such title deeds. I am, &o. 

(4.) 
Gentlemen, 

In consideration of your discounting for this day the 

above bills, amountii^ to £ , I hereby guarantee the due 

payment of them as tney respectively fall due. I am, &c. 



320 A FBAOnCAL TRSATISE 

(5.) 

To the Trmtees of the Bank. 

Gentlemen, 

We request that you will advance to us the sum of 1,000/. 
on the accompanying Securities, amounting to 2/)00/., which 
advance we eng^ to repay on or before the 1st of January next,, 
together with interest tnereon, at the rate of 5/. per cent, per 
annum, and in default thereof we hereby empower you to retain 
the said Securities, for your reimbursements, and to dispose of 
them in any way you may think fit. 1 am, &c. 

VII. — MeT/iorandum of Agreement with reference to the 

Lodgement of Deeds, 

Memobandum, that on the day of in 

the year of our Lord one thousand eight hundred and fifty , 

hath delivered to 

.^ at their office in 

in the county of the several title 



deeds and documents mentioned and comprised in the schedule 
hereunto annexed, for the purpose of securing to the proprietors 
in the said banking company for the time being, of wnomsoever 
the same banking company may from time to time consist, all and 
every sum and sums of money which shall at any time hereafter 

be due or owing from ^ ^ on 

the balance of his account current with the said banking company, 
either for money paid or advanced, or to be paid or advanced, by 

the said banking company unto the said — ^ 

^ or at his request, or which shall be secured 



by any bond or bill of exchange drawn or endorsed by the said 

_-or by any promissory 

note or other contract whatsoever, with interest lor the same 
respectively, from the several times at which they respectively 
shall be advanced, or at which the said bonds, bills, notes, or other 
contracts respectively shall become due, and thenceforth untH 

payment thereof respectively after the rate of per centum 

per annum, with commission and other usual banker's charges, so 

as the same do not exceed in the whole the sum of £ 

And the said doth hereby promise 

and agree with and to the said banking company, that he the said 

, whenever thereunto required by the 

said banking company, shall and will effectually convey and assure 
all and singular tne hereditaments and premises compris^ in the 
said deeds and writings unto and to the use of the said banking 
company, in such manner as shall be lawfully required by them, 
free from incumbrances ; subject nevertheless to redemption on 
payment by the said of such sum of money 
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as shall be therein expressed to be secured with interest in manner 
aforesaid. And in the said indenture of mortgage shall be 
contained all usual clauses and covenants, with power of sale in 
case default shall be made in payment of the principal and interest 
to be thereby secured, or any part thereof. As witness the hand 

of the said the day and year first above 

written. 

{The schedule above referred to.) 

VIII.— CosA Credit Bond. 

Almost every bank that grants cash credits has its own 
form of bond. I think the following as good as any that 
I have seen : — 

Know all men by these presents, that we, A. B. of 



C. D, of , and E. F. of , are jointly and 

severally held and firmly bound to W. X. of and Y. Z. 

of — . two of the trustees of the society or co-partnership 

called the , in the penal sum of 

pounds of lawful money of Great Britain and Ireland, to be 
paid to the said F. G. and H.- 1., or their certain attornies, 
executors, administrators, and assigns, for which payment, to be 
well and truly made, we bind ourselves, and each and every of us, 
and our, and each and every of our heirs, executors, and adminis- 
trators, jointly, severally, and firmly by these presents. Sealed 
with our seals. Dated this of . 

Whereas the above-bound A. B. has opened an account with the 

above-mentioned society or co-partnership, called the 

at their establishment, at , and is desirous of being 

accommodated by the said society or co-partnership, from time to 
time, in some one or other of the various modes in which bankers 
are in the habit of affording accommodation, and to induce the 
said society or co-partnership to take the said account, and to 
accommodate him from time to time, in some one or other of the 
modes aforesaid, the said A. B. and the said C. D. and E. F. as his 
sureties, have agreed to enter into the above-written bond or 
obligation with such conditions as hereinafter is expressed. 

!Now the condition of the above-written bond or obligation is 
such, that if the said A. B., C. D.y and E. F., or some or one or 
them, or their, or some or one of their heirs, executors, or ad- 
ministrators, do and shall, on the demand in writing, under the 
hand of any one of the public officers of the said society or co- 
partnership, called , well and truly pay or 

cause to be paid to the said society or co-partnership, all and 
every such sum and sums of money as upon the balance of any 
account current, which now is, or at any time or times hereafter 

p3 
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shall be open between the said A. B. and the said sodetr or co- 
partnership, shall or may, from time to time, be due ana owing 
irom or bf the said A, B., his executors, or administratofs, 
together with all discount, interest, postage of letters, and com- 
mission, according to the usage and course of business, but neyer- 

theless to the extent only of £ principal money, 

exclusive of interest and costs, in case such balance snail exceed 
the sum ; and so that the above-written bond or obligation shall, 
and may be, a continuing security to the said society or co- 
partnership to the amount of £ principal money, 

besides such interest and costs as aforesaid, notwithstanding any 
settlement of account, or other matter or thing whatsoever, then 
the above- written bond or obligation shall be void; otherwise, the 
same shall remain in full force and virtue. 
Signed^ sealed, and delivered 

in presence of 

The following is the form of cash credit bond used by 
one of the banks in Scotland. It will be seen that the 
latter part has a reference to the pecuhar law of Scotland, 
and hence it is not adapted for the use of- banks esta- 
blished in England : — 

We, A, B., C, 2>., and F. F., considering that the directors of 
the banking company, established in Edinburgh, under the title of 

the , have agreed to allow us credit upon a 

current account, to be kept in the name of the said A. B., in the 

books of the said bank at its branch office in , or at 

such other office or offices of the said bank as the directors thereof 

may from time to time appoint, to the extent of 

pounds sterling, upon granting these presents; therefore, we, the 
said A, B^ C. D., and K F,, hereby bind and oblige ourselves con- 
jointly and severally, and our heirs, executors, and successors 

whomsoever, to content and pay to the said , or 

to , the present manager of the said bank, or to 

his successors in office as manager, for behoof of the said bank, 
and the whole partners therein, or to the assignees of the said 
bank, or of its said manager, or his foresaid, the aforesaid sum of 
five hundred pounds, or such part or parts thereof as the said A. B. 
shall receive or draw out by orders or drafts on the said bank, in 
virtue of the aforesaid credit, and also such sum or sums of money 
as the said bank or its said manager shall stand engaged for on 
account of me the said A. B., by accepted or discounted bills, 
letters of credit, guarantees, or in any other manner of way not 
exceeding in all the said sum oi five hundred pounds, over and 
above what of the proper cash of me, the said A, B., maj happen 
to he lodged on the said cash account ; and that at any tune when 
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the same shall be demanded, after six months from the date hereof, 
with the legal interest thereof from the time of advance, until the 
same be repaid, and a fifth part more of the said principal sum of 
penalty, in case of failure or proportionally effeiring to the sum 
aue, and it is hereby declared, that a stated account, made out 
from the books of the said bank, and 'signed b^ the manager, 
secretary, or accountant thereof, for the time with reference to 
this present bond, shall be sufficient without any other voucher to 
constitute and ascertain a balance and change against us, and no 
suspension shall pass upon the change so constituted and -ascer- 
tained, but on consignation only. And we consent to the 
registration hereof, in the books ot council and session, for others 
competent, that letters of horning, on six days' change and all 
other necessary execution, may pass upon a decree, to be inter- 
posed hereto, in common form, and for that purpose we constitute 

our Procurators . 

In witness whereof, the present written upon stamped pt^r by 



IX. — Letters of Credit, 
Chranted by the Bank upon its Agents or Branches. 

(1.) 
BANKING COMPANY. 

To 

Snt, — ^There has this day been lodged at this office by. 



the sum of for thejcredit q^ • whose 

drafts to that amount you will honour, and charge the same to 

the account of the Banking Company. 

1 am. Sib, 

Your obedient Servant, 
£ Manager, 

Entered . . . ^ Accountant. 

(2.) 
, BANKING COMPANY. 

No. 

To 

(Not Transferable.) 

SiB» — ^You will be pleased to credit. 



in the sum of and charge the same 

to the account of the , Banking 

Company, with this branch. I am. Sib, 

* Your obedient Servant, 

£ '. Manager, 

Entered , — Accountant. 
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(3.) 

BANKING COMPANY. 

Messrs, 

Paris, 18. 

Gentlemen, 

This letter will be presented to you by_ 



to whom you will be pleased to pay to the extent of 

deducting your charges, and taking for your reimbursement his 
drafts on this bank, which will meet with due honour. 

I am, &c. 



(4.) 
Gentlemen, 

You will be pleased to hold at the disposal of 
on his being identifiea, the sum of pounda 



shillings and pence sterling, less your charges, 

taking in reimbursement his draft on this bank, which will meet 
due honour, such draft to be drawn on account of Credits on 
Agents. No I am, &c. 



(5.) 

Messrs, 

New York, 

This letter wUl be presented to you by Mr. , 

in whose favour we beg to establish a credit for pounds 

sterling. You will please hold this sum, or any part thereof at 
his disposal, less your usual charges, and take in exchange his 
drafts upon this bank, which will be duly honoured. It is under- 
stood that this credit is to be available for one year from this date, 

at which period if Mr. . has not made use of it, you 

will consider it cancelled. We shall forward you,, in our next 

letter, the signature of Mr , to wnidi we refer. 

I am^ &C 



X. — Deposit Receipts, 

These are receipts for money, upon which the bank 
allows interest. The following form may be used : 

BANKING COMPANY. 

18 

No. £ - 

Received from ^ the sum of . 

sterling to the credit of his deposit account with the . 

Banking Company. 

By Order of the Board of Directors, 
Entered Accountant, Manager, 
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BANKING COMPANY. 



No. 



Received from 



the sum of 



18. 



for which we are accotuitable with interest at the rate of 

per cent, per annum, on receiving days' notice. Inte- 
rest to cease from day of notice. 

• For the Directors and Proprietors of the 



£ 



Banking Company. 
Manager, 



No interest allowed unless the money remains three months. 



XI. — Requisition Notes, 

These are notes or memorandums which are used by 
some banks to enable their customers to state with less 
trouble what they require, and to specify the cash they 
pay into the baiik. They are usually placed on the 
counter, to be ready when wanted. The following are the 
forms most in use : — 



Requisition Note. 

To be filled up by Parties desiring Receipts for Money deposited. 
Letters of Credit ^ or Bills on 



day of _ 
Wanted from the 



Company the Manager's 

in favour of 

for the sum of 

Entered £ 



-,18 
Banking 



.Applicant, 



Specification of Money 
presented to the Cashier. 
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(2) 
Lettib ov Gbxdit. 



Bauk of Ed: 

Notes 

Gold 

Silver and Copper 



Wanted, the — ■ — Banking Com- 

pan/B Letter of Credit on 

in favouc of 



Entered to Credit of— 



Payment to Chbdit of Cuxbxht Accomrr. 



Bank of England 

Gold ....'.'.'.'.'. 
Silver and Copper 
Local Notes 
Bills 



to be placed to tbe credit of 

current luMXiuut with said bank. 



Entered in tlie Bank's Cub Book, £~ 



Firm, 
Bfsidi 



Application poe Account. 






Probable return £ 

Advance required £ 

Security proposed 



OH BANZINa 

(B.) 

BiLU DiaCOUNTKD 

— BmktHg Comp^aai at >- 



(6.) 

THE BANK. 

Affucatioh fob Letter as Ckeiiit. 
Date 

Amount £ 



Signature and Address oC Applictrat— 



(7.) 
BANK. 



Application poe Ciecdlab Hotbs. 



Name ot Person to whom 'I _ 
Notes are to be jiajable J 



Amount required £— 



Signature and Address of Appbcant— 
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XII.— ii LeUer 

Summoning a General Meeting of the Shareholders, 

BANKING COMPANY. 

18- 



SlR, 

I beg leave to inform you that the Annual Greneral Meeting 
of the Proprietors of this Company, pursuant to the deed of 

settlement, will be held at twelve o'clock on instant, 

at the — in this place, for the purpose of electing 

Directors, and for the despatch of other business. 

A list of all the Proprietors qualified for the direction by hold- 
ing fifty shares and upwards, is annexed. 

I am, Bib, 

Your obedient Servant, 

Manager. 

Most large banks have also a printed form for their 
letters of ordinary correspondence, as the following : — 

(10 

Sib, 

"' I beg to acknowledge the receipt of your favour of the 

enclosing sundries £ and undue bills 

£ for the credit of your account. 

Your advices* have due attention. 

You are credited for the following sums received. 

I am, Sib, 

Your most obedient servant, 



(2.) 
The Manager of the — Bank. 

Sib, 

I beg to acknowledcre the receipt of your favour of 

the instant, with the following enclosures. 

Sundries for the credit of your Bank £ 

^ Undue Bills for Deposit _ 

do for--^ _ — _ 



-Bills for acceptance, and return- 



We take due note of your advices, and on the other side 

* Some country banks send their List of Advices in a printed form, on a sheet 
separate Arom the letter. These sheets can be pasted or gummed together so as 
to form a book. The London bank is thus saved the trouble of copying the 
advices into a book, and avoids the chance of mistakes. 
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haod jou particulan of credits receired on accouDt of jour bank. 
At foot jou have statement of remittances from joor branches, 
aod note of onpaid billa and sundries enclosed. 
I am. Sib, 

Your most obedient Servant, 



Credili received on aeeount of the — 



- Banking Company. 



1 beg to inform you that I hare this day 
issued a Letter of Credit, No — on jour House in favour 



for the sum of £ — 



- which be pleased to honour 
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(4.) 

We beg to hand you enclosed 



draft on ._ of for 

£ which we shall feel obliged by Your collecting, and 

by your remitting the proceeds to this bank, less your customary 
cnarges. 

I am, &c. 



XIII. — Special Contracts, 

Those joint- stock banks that are not formed under the 
Act 7th Geo. IV. cap. 46, sue and are sued in the names 
of their tnistees.* And to enable them to do so, those 
parties who open accounts with the bank enter into a 
special contract. This may be done by a letter addressed 
to the trustees personally, in a form similar to the fol- 
lowing : — 

18 

Gentlemen, 

You engaging that the . Banking Company 

shall pay to me whatever sums may be due to me on my current 
or other accounts with it, I hereby £^ree, as a separate contract 
with you, to pay to you or the survivors of you, after demand, 
the balance, if any, which shall at any time hereafter be due by 
me to the said Banking Company on those accounts or otherwise. 

I am, Gentlemen, 

Your obedient Servant, 



XIV. — Notices of Galls for further Payment on Shares, 

BANKING COMPANY. 

18 

Sib, 

I beg to inform you that the Board of Directors of this 
Company, agreeably to the powers contained iii clause No 

* These banks obtained in 1844 the power of suing and being sued in the 
names of their registered public officers. 
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of the deed of constitution of the Company, have made a third 
call of £ per share on each of tne shares in the (Com- 
pany, and that the same will become payable on the of 

, next. 

The certificate for your share is at , and will be 

delivered to you on payment of £ , and in exchange for that 

now in your possession. 

You will please to take notice, that all payments for calls must 

be made free of postage, and in cash, on or before the of 

, otherwise they will not be received except with 

interest at the rate of 5 per cent, per annum from that date. 

I am, Sib, 

Your most obedient Servant, 

Manager. 

XV. — Certificates of Shareholders, 

Some banks exchange the old certificates for new ones 
alter every call. Others do not grant new certificates; 
and some do not issue certificates at all, unless a party 
request to have some evidence that he is a shareholder. 

(1.) 
BANKING COMPANY. 



Lonchfiy the day of- 18 

This is to certify, that ^ 



ha this day become Member of the 

Bank, in respect of -^ Shares of 100/. each, on which 

twenty pounds per share have been paid. 



Director, 



Examined- 



B^istered- 



Secretary, 



(2.) 
BANKING COMPANY. 



CENTBAL BANE 



This is to certify that Mr. ^ of — is 

a proprietor of .- shares in the capital stock of the 
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Bauking Company, on which ^ — |>er share has been paid. 

And as the proprietor thereof, he is entitled to all benefits and 
emoluments arising from such shares, agreeably to the deed of 

settlement of the company, dated the day of 18 

As witness our hand this day of one thousand 

eight hundred and 



Registered 



-)Two of the Directors 



of the Company. 



XYL— Deed of Transfer. 



This deed is executed by the buyer and seller of any 
shares in the bank, after the directors have given their 
consent, to the transfer. The following is the form of this 
instrument :— 

This Indenture, made the day of 18 , between 

of of the first part ; 



of of the second part ; and . of the 

City of -, trustees (appointed by the board of directors 

of the Banking Company) of the covenant hereinafter 

contained of the third part. 

Whereas the said has become the purchaser, 

with the approbation of the said board of direction, of 

shares in the capital of the said company: on each of which shares 
the sum of pounds still remains unpaid. 

Now this indenture witnesseth, that in consideration of the sum 
of at or before the sealing and deHvery of these pre- 
sents paid by the said — to the said 



the receipt of which said sum of the said 

doth hereby acknowledge, and from the same and every part thereof, 

doth release and for ever discharge the said ^ his heirs, 

executors, administrators, and assigns: the said hath 

bargained, sold, and assigned, and by these presents doth bargain, 

sell, and assign unto the said his executors, 

administrators, and assigns, all those the said shares of his the said 

, in. the capital of the Banking 

Company, and all benefits, advantages, powers, and privileges 
attending the same; to have, hold, receive, and take, the said 
shares hereby assigned, and the said benefits, advantages, 
powers, and privileges attending the same, unto the said 

his executors, aininistrators, and assigns, for 

his and their own use and benefit. 
And the said doth hereby, for himself, his heirs. 
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executors, and administrators, covenant, promise, and agree, with 

and to the ^aid and their 

executors and administrators, that in respect of the share hereby 
assigned, and all and every other share and shares which the said 

may "hereafter purchase in the capital of the 

said company, he, the said his heirs, executors, 

or administrators, shall and will, well and truly, in all respects, 
observe, perform, and keep, all and singular the covenants, 
agreements, and provisions, contained in the deed of settlement 

of the said company, bearing date the day of 

185 , so far as the same ought on his or their parts to be 

observed, performed, and kept. 

In witness whereof, the said parties to these presents have 
hereunto set their hands and seals, the day and year first 
above-written. 

Witness to the identity and signature of / 

Signed, sealed, and delivered by— ] 

In the presence of I 

Memorandum. 

It is needful that this document should be completed and left 
at the office of the company without delay, when a certificate of 
the shares will be given- to the purchaser, into whose name the 
shares cannot be placed until this regulation is complied witL 

XVII. — Circular Notes, issued hy the London and West- 
minster Bank, 

LONDON AND WESTMmSTEK BANK. 

No Lettbe de Credit Circulaire pour £ Sterls. 

a MesHeurs, les Banquiers, Lonares, ce -:— 18 

d-edgnSs dans nos Lettres d* Indication. 

Messieurs, 

Cette lettre voas sera remise par M. 

dont vous trouverez la signature dans noire Lettre d'Indication 
susdite. Je vous' prie de vouloir bien lui compter sans frais 

quelconques, la valeur de Livres Sterlins, au cours a 

Usance sur Londres centre sa traite ci-iointe sur cette Banque. 

J'ai Phonneur d etre. 
Messieurs, 

Votre tr^s ob^issant Serviteur, 
Secretaire. GSrant. 
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ViUe». Correapondatu. 

turn -u-u fCarli di Toiiima80,& 

Milan MM.< q.^^ ' 

»» *~ i« , /E. Blouquier, Fils & 

MontpeUier [ Westphal. 

Motkou J. L. Burckhardt. 

Munich A. E. D'Eichthal. 

Nancy Elie Bailie. 

„ . „ (Gouin Pfere, Fils & 

Nantes | ^^^ 

{C. M. de Rothschild 
& FHs. 
W J. Turner & Cie. 

Neuchatel F. Henri Nicolas. 

Nice E. Carlone & Cie. 

Nismes {^^Jfe."' ^^"""^^ ^ 

Nuremberg Leonard Kalb. 

Odesse E. Mahs & Cie. 

Oporto Burmester & Cie. 

Orleans Vamier Roger. 

Ostende F. A. Belleroche. 

Palenne W. J. Turner & Cie. 

fCallaghan & Cie. 
De Rothschild 
Frferes. 
Chas. Laffitte & Cie. 

Parme L. Laurent. 

• iMerillon ain^ & 

Pau < Fr^re. 

(Tayler & Clark. 

Perpignan F. Durand. 

Pesth C. J. Malvieux. 

Pise F. Peverada. 

Prague C. A. Fiedler & Fils. 

Presbourg Amstein & Eskeles. 

II""-'* {%i.^r *■ 

Ratisbonne G. W. Henle. 

Rennes .'. C. Le Ray. 

Rhelms Ruinart.P^re&Fils. 

(Torlonia & Cie. 
Rome "(Plowden, Cholmeley 

( & Cie. 
Rouen J. Faucon & Cie. 



Fillet. Corretpondatit. 

Rotterdam...MM. D.&rC.Blankenheynt 

Salzbourg. Spath, Jun. 

Schafihouse Tobie, Hurter & Cie. 

Schwalbach M. Berle. 

Seville Cahill, White & Cie. 

Siena {^SSi? ^ ^'*^''" 

Smyme Hanson & Cie. 

St. Gall J. J. Mayer Fils. 

St. Malo P. Fontan. 

St. Omer A. Caffieri. 

St. Petersbourg...{C»yJ|y' Soberly & 

Spa Henri Hay€mal. 

Stockholm Tottie & Arfwedson. 

Stoutgard {^ KeUe? ^^ ^' ^* 

Strasbourg {^a?!*^"^ ^® ®'"" 

Teneriffe [^'g^e Hamilton & 

Toplitz Emanuel Mayer. 

Toulon 

Toulouse Courtois & Cie. 

Tours Gouin Fr&res. 

Treves Reverchon & Cie. 

Trieste J. Collioud. 

Turin Nigra Frferes. 

Valencia {^^^V'''""' 

Valenciennes Jules Decroix & Cie. 

Varsovie S. A. Fraenkel. 

Venise Schielin Fr^res 

Verone Fratelli Smania. 

Vevay Genton & Cie. 

Vienne Amstein & Eskeles. 

Utrecht Vlaer & Kol. 

Weimar Julius Elkan. 

Wiesbaden M. Berle. 

Worms P. J. Valckenberg. 

Wurzbourg G. Ochninger. 

ZtLTich (Gaspard SchoHhess 

V of c>ie« 



Letters of Credit. 



The Letters of Credit issued by the London and Westminster 
Bank, are specially addressed to particular Bankers. These docu- 
ments also bear two signatures. 

The commission and all charges on Letters of Credit are to 
be paid by the holders of such Letters, and the Banker payinff 
them will take, in reimbursement, the draft on the London and 
Westminster Bank of the party in whose favour the Letter of 
Credit is granted for the amount thereof only, and deduct his 
charges when he pays over the money. 

The form of these letters is that given at page 324, No. 4. 
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XVlli. — A Table, showing the Relative Value of Gold in London 
(at the Mint Price o/^L 17s. lO^d. per Ounce Standard), and in 
the Cities of Paris, Hamburgh, and Amsterdam. 




»» 

18 •«• f> ov 
ISi 61 

19 ... » 62 
19i... If 63 

20 ... *> 64 
20i ... »> 66 

21 ... » 67 
21i^... i> 68 

22 ... >> 69 
22i... ,f 71 

23 ... >» 72 
23i... M 73. 

24 ... y> 74$ 
24i... ,> 76 

25 ... ,> 77| 



Mbtboo or UsR« — (For example, take Parli.)— Ascertain the premium on cold at Pans— 
•ay 9 per miUe ; in the left-hand column, against 9, will be found the rate of exchange per 
pound sterling prodneed Arancs S5'37)i« From thAt rate, deduct the exchange on Lo\sdiQicy.«s\ 
•bort— cay franes S5->7)^, leaTing a remainder of 9% centimea \W;T '^xjaAl %\jt;xVav^. \«k ^CokV 
second eolnmn, it will be found that 9^ centimes \n the pound itcTUn^ »x« «<v«m\\a .'^^«t««0'V^ 
consequent!/, gold i» '39 per cent, dearer In Paris than In l^ondoxi. . ^.^ 

Norm.— If the rale of exchange produced by gold In Parti >>e \o^ w ^Mk ^«i *»tfcv«»%* »^> 
«toit on Loadon. foU will be dearer in London than In Parts. 
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Pettssian Coin. — Thaler, Silbei^rossch, and Pfenning. 
1 thaler=30 Bilbgr. 1 sQb.-lS pten: 



DoiCK. — Guildere and Cents. 
lguad.= 100 cents. 

Bbwiuu and Pkakck. — Francs and Centimes. 
1 franc— 100 CGutimes. 



Fatue at which thefMoaing Coivi are gsnerallg current. 




»"■■• 


Fmsit- 


»„..... 


Fhabci. 


BoTerelgn 

English ahiUtai! 

Datch lO-KUlldei-piece ... 


.,! 


is 

III 

is 

I 




4i 


in 
J 

■9 




ft-. 

's 


1 








French Crown ThBler 

Dnbuid ailtd _ 

PlftSE of !0 KreuUoi'a".!^"; 









' The above table has been circulated by the General 
Steam ^aTigaticn Compauy. Oa this aubject I would 
refer to Mr. Watereton's " Manual of Commerce : being 
a Compendium of Mercantile Tables, British and Foreign 
■ Monies, Weights, and Meaaures, and the Theory and 
Practice of Eichange." (Siinpkin, Marshall k Co.) We 
think also this ie a proper place to introduce the following 
fiecount of the origin of English Coins ; — 

" PoDSD. — Tliough a pound is one of the most common deno- 
minationa for monej, it never was a real coin, either in gold or 
silTcr, in any age or coantrj. Such large and ponderous coins 
would Lave been iu manj respects inconvenient. Eut for many 
ages, both in Eritain and in other countries, that number of sm^ 
coins which was deuomioated a pound in computation, or a pound in 
sale, really contained a pound of silver, imd thejmiebt have been 
and frequently were weighed, as well as numbered, to aacertain 
their ralue. If the Duruber of coins that were denominated a 
pound in sale did not actually moke a pound in weight, an 
additional number of coins were thrown in to make up the 
weight. 

" Monet was coined in the Temple of Jono Monela, whence out 
English word moneg. 

"Coin. — Coin {cuna, peeunia) seems to come from the Trench 
coign, i.e. angnlns, ' a comer ■' whence it has been held that the 
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aiicientest sort of coin was sqaare with corners, and not ronnd as 
it now is. 

" Cash. — Cash in a commercial style si^ifies the ready monej 
which a merchant or other person has at his present disposaJi, and 
is so called from the Trench term caisse, Le. ' chest or coffer/ for 
the keeping of money. 

" Guinea. — ^This coin took its denomination Guinea, because 
the eold whereof the first was struck was brought from that part 
of Africa so called ; for which reason, it likewise formerly bore the 
impression of an elephant. 

" The value or rate of the guinea has varied. It was first struck 
on the footing of 20s. ; but, by the scarcity of gold, was after- 
wards advanced to 21s, 6d., and again sunk to 21s, 

" Angel. — The aju/el, called in the French angeloty was a gold 
coin value 10^., struck in England, where some few are still to be 
seen in the cabinets of the curious. It had its name from the 
figure of an angel represented on it ; which figure was adopted, 
according to Kapin and others, to commemorate a pun of rope 
Gregory the Great, which seems to have greatly flattered tne 
vanity of the nation. Struck with the fair complexions and 
blooming countenances of some Anglo-Saxon captives who had 
been brought to Rome, he inquired of what nation they were, and 
what they were called, and oeing answered -^^«^/^ — 'Justly be 
they so c^ed,' quoth he, ' for they have anffel-Yik% faces, and seem 
meet to be made co-heirs with the angels m heaven.' 

" Shilling.* — The etymology of the word scylling would lead 
us to suppose it to have been a certain quantity of uncoined 
silver ; for whether we derive it from ocy Ian, * to divide,' or pceale^ 
*a scale,* the idea presented to us by either word is the same; 
that is, so much silver cut off, as in China, and weighing so 
much. 

*• There were none coined till 1504. Pabian mentions them 
under their proper names, 34 Henry the Eighth. 

" A Tester. — Tester is derived from the French word tete, ' a 
head;* a piece of money stamped with a head, which in old 
French was called * un testion/ and which was about the value of 
an old English sixpence. ' Tester ' is used by Shakspeare. 

" Testefj sixpence, from teston, French, an old silver coin, for- 
merly worth 12d., sinking by degrees to gilt brass, and sixpence. 

"Gkoat. — Other nations, as the Dutch, Polanders, Saxons, 
Bohemians, French, &c. have likewise the groats, grooisy groches, 
gros, &c. In the Saxon times no silver com bigger than a penny 
was struck in England, nor after the Conquest until Edward the 
Third, who, about the year 1351, coined grosses, i.e. groats, or 

* The florin or 2«. piece was first issued in August, 1849. 
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great pieces, which went for 4id. ; and so the matter stood till the 
reign of Hen^ the Eighth, who, in 1504, first coined shillings. 

" Penny, Halfpenny, Fabthing. — Camden derives the word 
'p^^ * from the JMm pecunia, ' money/ 

*' The ancient English j9^^,jD^f^, or pening, was the first silver 
coin struck in England ; nay, and the omy one current among our 
Saxon ancestors ; as is agreed by Camden, Spelman, Dr. Hicks, &c. 

** The penny was ec[ual in weiglit to our three-pence ; five of 
them made one shilling, or scilUng, Saxon; thirty, a mark, or 
mancuse, equal to our ifs, pd. 

" Until the time of King Edward the First, ihe penny was 
struck with a cross so deeply indented in it, that it might be 
easily broke, and parted, on occasion, into two parts, thence 
called halfpennies; or into four, thence called /ourthin^s, or 
farthings. But that }»ince coined it without indenture ; in lieu 
of which, he first struck round halfpence and farthings. 

''^ He also reduced the weight of a penn^ to a standard ; or- 
dering that it should weigh thirty-two grains of wheat, taken 
out of the middle of the ear. This penny was called the penny 
sterling. Twenty of these pence were tOxWeigh an ounce ; whence 
the penny became a weight, as well as a coin. 

"The penny sterling is now used less as a coin, and subsists 
chiefly as a money of account, containing the 12th part of a 
tshilling, or the 240th part of a pound.''* 

XX. — Form of Bond of the Guararvbee Society. 

Public Companies Fomu Agreement, \ 
£ No. / 

GUAEANTEE SOCIETY. 

Articles op Agreement made and entered into the day of 

in the year of our Lord one thousand eight hundred and 

, between the three Directors of the Guarantee Society 

whose names are hereunto subscribed, on the part and on behalf of 

the said Society of the first part, and of the 

second part. 

Preamble. Whereas the said parties hereto of the second part 
have applied to the said Guarantee Society for a 

guarantee to the extent of ? — '. pounds, 

against any loss to be sustained by the said 

by or through any fraud or dishonesty of 

of while employed by the said 

in the capacity of And 

* From Notes of a Bookworm. 
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Considera- 
tion. 



the said societjrhave agreed to enter into siicli Gaarkntee 
accordingly, on the terms and subject to the provisioniB 
and conditions herein contained and hereunder written. 
Now these presents witness, that in consideration of the 

premises, and of the sum of ^ paid on 

behalf of the said ■ . as a preihium fot 

such guarantee from the day of i_ until 

the day of , one thousand eight hun- 



dred and fifty 



both inclusive, being one yeat 



Guarantee, and part of another year : It is hereby agreed and de- 
clared, that from the said ^ day of ' to 

the last day of and thence for one year. 



videlicet to the last day of 
eight hundred and forty 



one thousand 

inclusive, and for every 

successive term of twelve calendar months for and in 

respect of which the premium of shall 

be paid to the said society, and the said society slu^l 
agree to accept the same (such payment to be made on 

the last day of in each year, or within 

fifteen days thereafter, at the office of the Guarantee 

Society) during the service of the said i 

in the capacity aforesaid, the funds and property of the 
said society shall, on the terms and subject to the pro^ 
visions and conditions herein contained and hereunder 
written, which are to be taken as part of this agreement, 
and subject also to the provisions of the deea of settle- 
ment of the said society, be liable to pay and satisfy 

unto the said at the expiration of 

three calendar months after satisfactory proofs and full 
particulars of the loss, and of the mature and extent 
thereof (verified, if the said society shall so require, 
by declaration under the statute of 5 & 6 Wm. IV. 
c. 62), shall have been received at the office of the said 

society. All such loss not exceeding 

pounds (provided such loss shall have hapnened within 
eighteen calendar months next preceding tne receipt of 

such proofs and particulars) as the said 

may sustain from any fraud or dishonesty of the said 
to be committed after the said 



day of 



and during his uninterrupted con- 



tinuance in the said service in the capacity aforesaid. 

Provided always that the said shall . 

given within ^itbiu ten days after the discovery of any matter in 



Notice of 
fraud to be 



ten days, respect of which any claim may be intended to be made, 
give notice, in writing, at the office of the Guarantee 
Society, of such intended claim, and, as far as the case 
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m\\ admit, of all the particulars thereof; and from and 
after such discovery, the guarantee herein contained 
shall, as to loss by any act of fraud or dishonesty sub- 
sequent to such discovery, be at an end : Providea also, security 
and it is hereby agreed, that the funds and property of now given to 
the said society for the time being remaining ^'^dis- JJjJ^pj.QjJ*y 
posed of, and inapplicable to prior claims and demaTuls, of the society 
according to the provisions of the said deed of settle- ^^'^^^^j. 
ment, shall alone be snbject to any claim in respect pn^/^iaims. 
hereof, and that neither any director executing these 
presents, nor any proprietor or holder of shares in the 
oapital of the said society, shaU be individually liable 
in respect of any such claim, or under this agreement, 
Ibeyond so much of the amount of the shares then held 
by him or her in the said capital, and not subject to 
prior claims and demands, as shall not for the time 
being have been paid up. Provided also, and it is 

hereby agreed and declared, that the said Society to 

^hall, in case of making any such claim in writing as ^^prOTeeate 
aforesaid, forthwith, upon being required by the said 

society, when lawful, arrest the said 

for any offence or offences that he may have committed, 
in respect of which such claim shall have arisen, and 
personally appear upon any examination or examinations 

of the said and at his trial ; and in 

that case the said society shall be at liberty, at their 
own costs and charges, to carry on any prosecution or 
prosecutions for such offence or offences, and to com- 
mence and carry on, in such name or names as they 
may be advised, and for their own benefit, any actions, 

suits, or other proceedings against the said 

for the recovery of any monies or chattels lost by his 
fraud or dishonesty, or for damages in respect thereof, 

. being hereby indemnified against all 

costs, charges, damages, and expenses in respect of such 
prosecutions or other proceedings. And it is further Any pay- 
agreed and declared, that when any such loss shall have^countof 
been satisfied by or on behalf of the said society, anftaudordis- 
indorsement in satisfaction of all claims shall be made J°J®^Jy^®^ 
hereon, and signed by the person or persons to whom hereon, and 
the amount of such loss shall be paid or satisfied, and these pre- 
thereupon these presents shall be given up to and forup^JogJg**" 
the benefit of the said society, to be of no further force society, 
or effect against them. In witness whereof, the said 

Sarties hereto have hereunto subscribed their names the 
ay and year first above written. 
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Witness to the signatures of 
the three directors. 



Witness to the signatures of ^ 
above named. 



CONDITIONS Of ASSTJKANGS. 

la the erent of any loss for which the society shall be liable, 
such loss shall be borne by the society, rateably only, and in 
common with any other person or persons who have already, or 
shall hereafter daring the continuance of this guarantee, become 
secarity for the said in the service or employ- 
ment above mentioned, according to the amount for which each 
shall be guarantee. 

The above agreement is subject to the ccmdition that the answers 

which have been given and signed by the said 

and by the said to tne questions lettered from 

A to /, both inclusive, submitted by the societyf and contained 
in a paper called " Form of Proposal for Guarantee," and dated 

, are in all respects true and correct, otherwise 

the said agreement to be void. 

That no premium shall be returned under any circumstances 
after the signing of the above agreement. 

Examined and registered _— _ 



XXI. — Promdmt Clerks^ Benevolent Fund. 

RULES AND EEGULATIONS. 

1. Title, — ^That this branch of the assodation be called ''The 
Provident Clerks* Benevolent Fund,*' in connexion with " The 
Provident Clerks' Mutual Life Assurance Association." 

2. Object, — ^That the object of this branch of the association is 
to provide funds, by donations, subscriptions, bequests, or other- 
wise, for the purpose of granting temporary or permanent relief to 
distressed clerks, who are or have been members, their widows 
and families. 

3. Members. — ^That the following persons shall be members of 
this branch of the association, ana be entitled to vote at all 
general meetinffs of this branch of the association, viz. — 

First— Members of the Benefit Department who were admitted 
as clerks on joining the association. 
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Second — Clerks employed in any public or private establish- 
ment within Great Bntam, who subscribe to this fund not less 
than one guinea annually, or have given a donation of not less 
than ten guineas. 

4. Permanent Fund, — ^That the sum of 10,000/. 3 per cent, stocky 
now invested, or its equivalent, shall constitute the permanent 
fund of this branch of tne association, and shall on no account 
be reduced below that amount. 

That the board may apply the interest of the invested fund, 
together with such proportion of the annual subscriptions as they 
may deem fit (after payment of the expenses), to tne objects of 
the association. 

That, the further increase of the permanent fund shall be at the 
discretion of the board, except that the amount of all bequests, 
together with the proportion of the profits to be received from the 
benefit department every ^^^ years, shall be always added to the 
invested capital. 

5. Casualty Fund, — ^That the board be empowered to apportion 
such part of the available income of this branch of the association 
as may be deemed expedient, as a casualty fund, from which to 
grant temporary relief as hereafter mentioned. 

6. Belief, — That no member, his widow, or family, be eligible 
for permanent relief, until he has belonged to the association for 
three year^, unless by the sanction of the annual general meeting. 

7. Temporary Belief, — That temporary relief may be granted 
from the casualty fund to distressed clerks, who are or have been 
members, their widows, or families — ^regard being had in all cases 
to the number in familv, and the length of time the party may 
have been a member of the association — as follows : 

"First — ^By loans, on the security of two responsible persons, or 
other sufficient securitv, of sums not exceeding 10/. at one time, 
without interest, or of sums above 10/. and not exceeding 25/. 
with interest, to be repaid by quarterly instalments, within two 
years. 

Secondly — ^By gratuities of sums not exceeding 10/. at one 
time, in cases of long and expensive illness, or other serious 
calamity, together with medical assistance, at the discretion of 
the board. 

Thirdly — By weekly allowances of sums not exceeding at the 
rate of 20 guineas per annum, nor for a longer period at any one 
time than six montns. 

Fourthly — ^By weekly allowances to orphan children of deceased 
members, under fourteen years of age (both parents being dead), 
the amount to be fixed by the board according to the emergency 
of the case, but in no instance to exceed 20 guineas to one family; 
and such allowance, or a proportion of it, to cease as the children 
respectively attain the age ot fourteen years. 
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8. Permanent Belie/. — That permanent relief be granted by way 
of annuity to distressed clerks, who are or have been members of 
this branch of the association, and who from old a^e, blindness, or 
other infirmities, are rendered incapable of obtainmg their living. 

That the annuitants shall be elected by ballot, as appointed by 
the subsequent rules, and the annuities be on the following scale, 
viz. — 

If been a member 3 to 10 years £25 per annum. 

„ 10 to 20 years 30 

„ „ 20 years and upwards 35 „ 

That annuities be granted to widows of members who are 
incapable of obtaining their living, on the following scale, viz. — 

If husband been a member 3 to 10 years £15 per annum. 

10 to 20 years 20 

„ „ 20 years and upwards 25 ,, 

but such annuities to cease, should such widow marry again. 
That all annuities be paid quarterly. 

That the board have power to increase or decrease, propor- 
tionately, the above scales of annuities, according to the 
amount of funds at their disposal, and such increase or dioii&u- 
tion to apply equally to all annuities already granted. 

That should it come to the knowledge of the board that any 
annuitant has been elected by fraud, or has assigned his or her 
annuity, or, finally, that his or her means of living has improved, 
so as not to require the aid of the association, the board shall 
have the power to suspend the payment of such annuity, or to 
reduce the same as they may consider fit. 

9. Clerks who have paid the premiums on their assurances for 
five years, and their contributions as above to this fund, may, in 
case they are unable, from misfortune, to keep up their payments, 
apply to the Board of Management, who have power to continue 
tne payments from the Casualty Fund, by way of loan. 

Proposals for assurances, prospectuses, rules, and every infor- 
mation, may be obtained at the office, 15, Moorgate-street, where 
subscriptions and donations to the Benevolent Fund are received. 
Every description of life assurance effected daily. Similar infor- 
mation may be obtained from the agents in town and country, who 
are authorised to receive donations and subscriptions to the 
Benevolent Fund. 

Auditors of the Benevolent Department. 

J. W. GiLBAET, Esq., F.R.S., General Manager of the London and 
Westminster Bank. 

G. PoLLAED, Esq., Manager of the London Joint-Stock Bank. 

WiLLiAHL Smee, Esq,., C\i\ef Accountant Bank of England. 
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XXn. — Government Annuities. 

The following is the Goveininent Table,, and shows the sum required to be 
paid for an Immediate Annuity of Twenty Pounds, and in proportion for any sum 
not less than 4/. nor exceeding 30/. per annum : — 





AGS. 




£ s. d. 




▲GE. 




£ s. d. 


If 15 and under ?6 


377 15 6 


If 48 and under 49 


271 4 


16 




17 


£74 4 1 


49 


,, 


50 


265 1 4 


ir 




n 


370 16 7 


50 


,, 


51 


259 4 


18 




19 


367 14 6 


51 


,( 


52 


252 18 11 


19 




20 


364 19 11 


52 


,, 


53 


247 1 81 


20 




21 


362 12 2 


53 


,, 


54 


241 5 11 


21 




22 


360 10 5 


54 


,, 


55 


235 12 7 


22 




23 


359 4 


55 


,, 


56 


230 1 5 


23 




24 


357 12 6 


56 


,, 


57 


224 11 8 


24 




25 


356 4 7 


57 


,, 


58 


219 3 8 


25 




26 


354 15 3 


58 


,, 


59 


213 15 9 


26 




27 


353 3 


59 


,, 


60 


208 6 2 


27 




28 


351 1 8 


60 


1, 


61 


202 14 4 


28 




29 


348 17 1 


61 


,, 


62 


196 17 5 


29 




30 


346 9 5 


62 


,, 


63 


190 14 11 


30 




31 


343 18 10 


63 


,, 


64 


184 8 


31 




32 


341 5 5 


64 


,, 


65 


178 1 


32 




33 


338 9 5 


65 


,, 


66 


171 14 2 


33 




34 


335 9 11 


66 


i> 


67 


165 7 5 


34 




35 


332 6 9 


67 


II 


68 


159 9 1 


35 




36 


323 19 11 


68 


II 


69 


153 12 


36 




37 


325 9 11 


69 


II 


70 


147 16 2 


37 




38 


321 17 7 


70 


II 


71 


142 2 6 


38 




39 


318 2 11 


71 


II 


72 


136 11 9 


39 




40 


314 6 7 


72 


»i 


73 


131 3 7 


40 




41 


310 7 9 


73 


11 


74 


125 14 8 


41 




42 


306 5 10 


74 


II 


75 


120 1 5 


42 




43 


301 18 6 


75 


It 


76 


114 4 7 


43 




44 


297 7 10 


76 


II 


77 


108 4 3 


44 




45 


292 12 6 


77 


II 


78 


101 7 5 


45 




46 


287 12 6 


78 


II 


79 


94 11 10 


46 




47 


282 7 10 


79 


fi 


80 


88 1 10 


47 




48 


276 16 


80 or 


any greater age 


81 14 10 



Annuities on the above terms are granted by the Savings 
Banks. 

By the Act 10 Geo. IV. c. 24, the Commissioners for the 
Reduction of the National Debt are empowered to grant life 
annuities and annuities for terms of years. The terms vary 
according to the price of Stocks. Tables can be obtained on 
application at the National Debt Office, Old Jewry, London. 
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XXIII. — Comparative View of the Expect^ition of Life according 
to the different Tables of Mortality. 



Age. 


Northampton. 


Carlisle. 


Goyernment Annuitants. 












Male. 


Female. 





25.18 


38.72 


60.16 


66.61 


1 


32.74 


44.68 


60.13 


66.69 


5 


40.84 


51.25 


48.93 


64.23 


10 


39.78 


48.82 


46.67 


61.05 


15 


36.51 


45.00 


41.76 


47.19 


20 


33.43 


41.46 


38.39 


43.99 


25 


30.85 


37.86 


36.90 


40.81 


30 


28.27 


34.34 


33.17 


37.57 


31 


27.76 


33.68 


32.69 


36.91 


32 


27.24 


33.03 


32.00 


36.26 


33 


26.72 


32.36 


31.40 


35.61 


34 


26.20 


31.68 


30.79 


34.96 


35 


25.68 


31.00 


30.17 


34.31 


36 


25.16 


30.32 


29.64 


33.68 


37 


24.64 


29.64 


28.91 


33.04 


38 


24.12 


28.96 


28.28 


32.40 


39 


23.60 


28.28 


27.66 


31.76 


40 


23.08 


27.61 


27.02 


31.12 


41 


22.56 


26.97 


26.39 


30.46 


42 


22.04 


26.34 


25.74 


29.81 


43 


21.54 


25.71 


26.08 


29.14 


44 


21.03 


25.09 


24.42 


28.48 


45 


20.52 


24.46 


23.75 


27.81 


50 


17.99 


21.11 


20.30 


24.36 


55 


15.68 


17.58 


17.16 


20.79 


60 


13.21 


14.34 


14.39 


17.32 


65 


10.88 


11.79 


11.63 


14.00 


70 


8.60 


9.18 


9.22 


10.99 


76 


6.54 


7.01 


7.12 


8.46 


80 


4.75 


5.51 


4.94 


6.60 


85 


3.37 


4.12 


3.12 


4.84 


90 


2.41 


3.28 


1.95 


2.83 


95 


0.75 


3.53 


1.18 


1.55 


100 

1 


. «• 


2.28 


... 


0.50 



XXIV. — A Table^ indicating the rate per cent, ^fielded hy Skarei or 

Stocks, at their Market Prices. 



farket 
►riceof 


WHEN THE 


RATE OF DIVIDEND DECLARED UPON EACH SHARE 


each 


IS 


£100 - 
Stock 






















or 


2 per 


2iper 


3 per 


3iper 


4 per 


4iper 


5 per 


5i per 


6 per 


Share. 


Cent. 


Cent. 


Cent. 


Cent. 


Cent. 


Cent. 


Cent. 


Cent. 


Cent. 


£ 


£ ». d. 


£ s.d. 


£ s.d. 


£ ». d. 


£ ». d. 


£ s.d. 


£ s. d. 


£ ». d. 


£ «. d. 


50 


4 0, 


5 0< 


S 


7 


8 


9 


10 


11 


12 


51 


3 18 5 


( 18 


5 17 7 


S 17 3 7 16 10| 


8 16 5 


9 16- 


10 15 8 


11 15 2 


52 


3 16 11 


i 16 1 


5 15 4 


6 14 7 


7 13 10 


8 13 


9 12 3 


10 11 6 


11 10 9 


53 


3 15 5 


i 14 4 


5 13 2 


6 12 


7 10 11 


8 9 9 


9 8 8 


10 7 6 


11 6 4 


54 


3 14 


4 12 7 


5 11 1 


6 9 7 


7 8 1 


8 6 8 


9 5 2 


10 3 8 


11 2 2 


55 


3 12 8 


4 10 10 


5 9 1 


6 7 3 


7 5 5 


8 3 7 


9 1 9 


10 


10 18 2 


56 


3 11 5 


4 9 3 


5 7 1 


6 5 


7 2 10 


8 8 


8 18 6 


9 16 5 


10 14 3 


57 


3 10 2 


4 7 8 


5 5 3 


6 2 9 


7 4 


7 17 10 


8 15 5 


9 12 11 


10 10 6 


58 


3 8 11 


4 6 2 


5 3 5 


6 8 


6 17 11 


7 15 2 


8 12 4 


9 9 7 


10 6 10 


59 


3 7 9 


4 4 8 


5 1 8 


5 18 7 


6 15 7 


7 12 6 


8 9 5 


9 6 5 


10 3 4 


60 


3 6 8 


4 3 4 


5 


5 16 8 


6 13 4 


7 10 


8 6 8 


9 3 4 


10 


61 


3 5 6 


4 I 11 


4 18 4 


5 14 9 


6 11 1 


7 7 6 


8 3 11 


9 3 


9 16 8 


62 


3 4 6 


4 7 


4 16 9 


5 12 10 


6 9 


7 5 1 


8 1 3 


8 17 5 


9 13 6 


63 


3 3 5 


3 19 4 


4 15 2 


5 11 1 


6 6 11 


7 2 10 


7 18 8 


8 14 7 


9 10 5 


64 


3 2 6 


3 18 1 


4 13 9 


5 9 4 


6 5 


7 7 


7 16 3 


8 11 10 


9 7 6 


65 


3 1 6 


3 16 11 


4 12 3 


5 7 8 


6 3.0 


6 18 5 


7 13 10 


8 9 2 


9 4 7 


66 


3 7 


3 15 9 


4 10 10 


5 6 


6 1 2 


6 16 4 


7 11 6 


8 6 8 


9 1 9 


67 


2 19 8 


3 14 7 


4 9 6 


5 4 5 


5 19 4 


6 14 3 


7 9 3 


8 4 2 


8 19 1 


68 


2 18 9 


3 13 6 


4 8 2 


5 2 n 


5 17 7 


6 12 4 


7 7 


8 1 9 


8 16 5 


69 


2 17 11 


3 12 5 


4 6 11 


5 1 5 


5 15 11 


6 10 5 


7 4 11 


7 19 5 


8 13 10 


70 


2 17 1 


3 11 6 


4 5 8 


5 


5 14 3 


6 8 6 


7 2 10 


7 17 1 


8 11 5 


•71 


2 16 4 


3 10 5 


4 4 6 


4 18 7 


5 12 8 


6 6 9 


7 10 


7 14 11 


8 9 


72 


2 15 6 


3 9 5 


4 3 4 


4 17 2 


5 11 1 


6 5 


6 18 10 


7 12 9 


8 6 8 


73 


2 14 9 


3 8 5 


4 2 2 


4 15 10 


5 9 7 


6 3 3 


6 16 11 


7 10 8 


8 4 4 


74 


2 14 


3 7 6 


4 1 


4 14 7 


5 8 1 


6 1 7 


6 15 1 


7 8 7 


8 2 1 


75 


2 13 4 


3 6 8 


4 


4 13 4 


5 6 8 


6 


6 13 4 


7 6 8 


8 


76 


2 12 7 


3 5 9 


3 18 11 


4 12 1 


5 5 3 


5 18 5 


6 11 6 


7 4 8 


7 17 10 


77 


2 11 n 


3 4 11 


3 17 11 


4 10 10 


5 3 10 


5 16 10 


6 9 10 


7 2 10 


7 15 10 


78 


2 11 3 


3 4 1 


3 16 11 


4 9 8 


5 2 6 


5 15 4 


6 8 2 


7 I 


7 13 10 


79 


2 10 7 


3 3 3 


3 15 11 


4 8 7 


5 1 3 


5 13 11 


6 6 6 


6 19 2 


7 11 10 


80 


2 10 


3 2 6 


3 15 


4 7 6 


5 


5 12 6 


6 5 


6 17 6 


7 10 


81 


2 9 4 


3 1 8 


3 14 


4 6 5 


4 18 9 


5 11 1 


6 3 5 


6 15 9 


7 8 1 


82 


2 8 9 


3 11 


3 13 2 


4 5 4 


4 17 6 


5 9 9 


6 1 11 


6 14 1 


7 6 4 


88 


2 8 2 


3 2 


3 12 3 


4 4 4 


4 16 4 


5 8 5 


6 5 


6 12 6 


7 4 6 


84 


2 7 7 


2 19 6 


3 11 5 


4 3 4 


4 15 2 


5 7 1 


5 19 


6 10 11 


7 2 10 


85 


2 7 


2 18 9 


3 10 7 


4 2 4 


4 14 1 


5 5 10 


5 17 7 


6 9 4 


7 12 


86 


2 6 6 


2 18 1 


3 9 9 


4 1 4 


4 13 


5 4 7 


5 16 3 


6 7 10 


6 19 6 


87 


2 5 11 


2 17 5 


3 8 11 


4 5 


4 11 11 


5 3 5 


5 14 11 


6 6 5 


6 17 11 


88 


2 5 ii 


2 16 9 


3 8 2 


3 19 6 


4 10 10 


5 2 3 


5 13 7 


6 5 


6 16 4 


89 


2 4 11 


2 16 2 


3 7 4 


3 18 7 


4 9 10 


5 1 1 


5 12 4 


6 3 7 


6 14 9 


90 


2 4 t 


2 15 6 


3 6 8 


3 17 9 


4 8 10 


5 


5 11 1 


6 2 2 


6 13 4 


♦91 


2 3 11 


2 14 11 


3 5 11 


3 16 11 


4 7 10 


4 18 10 


5 9 10 


6 10 


6 11 10 


92 


2 3 2 


2 14 4 


3 5 2 


3 16 1 


4 6 11 


4 17 9 


5 8 8 


5 19 6 


6 10 5 


93 


2 3 C 


12 13 S 


13 4 6 


3 15 a 


4 6 


4 16 9 


5 7 6 


5 18 3 


6 9 


94 


2 2 6 


>2 13 2 


>8 3 S 


3 14 5 


4 5 1 


4 15 8 


5 6 4 


5 17 


6 7 7 


95 


2 2 ] 


2 12 9 


'3 3 ] 


3 13 8 


4 4 2 


4 14 8 


5 5 3 


5 15 9 


6 6 3 


96 


2 1 I 


12 12 1 


3 2 6 


3 12 U 


4 3 4 


4 13 9 


5 4 2 


5 14 7 


6 5 


97 


2 1 i 


!2 11 6 


>3 1 10 


13 12 1 


4 2 5 


4 12 9 


5 3 1 


5 13 4 


6 3 8 


98 


2 £ 


12 11 C 


13 1 i 


13 U fi 


4 1 7 


4 11 10 


5 2 


5 12 2 


6 2 5 


99 


2 4 


t2 10 6 


>3 7 


3 10 8 


4 9 


4 10 10 


5 1 


5 11 1 


6 1 2 


100 


2 ( 


)2 10 ( 


)3 C 


13 10 


4 C 


4 10 


5 


5 10 


6 



ExPLANATiOK. — If it be wished to ascertain how much uicome per antvuscL^^CX^^e. 
obtained per £100, invested in Consols, purchased at 9\,mak\^evnK>Ck.^\,k\£Cki^9ist.>teA 
heading 8 per Cent., will be seen, " £3 5«. l\d.," 'VTYAc\i.\a \\v<& «xAr««i. 
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XXV. — Settlements at the Clearing-house. 

If a bank owes money to the Clearing-house, the settle- 
ment is made by a cheque in the following form on the 
Bank of England : — 

(No. 1.) 
SETTLEMENT AT THE CLEARING-HOUSE. 

London, _ 185 

To the Cashiers of the Bank of England, 

Be pleased to tbansi^b. from our Account the sum of 

and place it to the credit of the Account of 



the Clearing Bankers, and allow it to be drawn for, by any of 
them (with the knowledge of either of the Inspectors, signified by 
his countersigning the Drafts). 



£ 



For which the bank signs the following certificate : — 

(No. 2.) 
SETTLEMENT AT THE CLEABING-HOUSE. 
Bank op England, 



185 



A Tkansper for the sum of 



has this evening been made at the Bank, from the account of 

Messrs. to the Account 

of the Clearing Bankers. 

Eor the Bank of England, 



£ 



This Certificate has been seen by me, 
Inspector. 
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If a bank has to receive money from the Clearing-house, 
the settlement is made in the following form addressed to 
the Bank of England ; — 

(No. 3.) 
SETTLEMENT AT THE CLEARING-HOUSE. 

" London^ 185 

To the Cashiers of the Bank of England, 

Be pleased to credit our Account the Sum of 



out of the money at the credit of the account of the Clearing 
Bankers. 

£ 



Seen by me, 

Inspector at the Clearing-house. 

For which the bank gives the following certificate : — 

(No. 4.) 
SETTLEMENT AT THE CLEARING-HOUSE. 
Bank op England, 

185 

The account of Messrs. ___ 



has this evening been ckedited with the Sum of 



out of the money at the credit of the account of the Clearing 
Bankers. 

Eor the Bank of England, 

3w ' ' 



To distinguish readily these forms from each other, Nos, 
1 and 2 are on white paper, Nos. 3 and 4 on green. 



L FBACnCAL TBEAirSE ON BANKINQ. 



XXYL—Th^/orm of Balafux Sheet given to the 
Sharekoldert. 



Different banks bave different forms. The following is 
that adopted by the London and Weatminster Bank : — 
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APPENDIX. 



ANNO DECIMO OCTAVO & DECIMO NONO 

VICTORIiE REGINiE. 

Cap. Lxvn. 



An Act to faciKtate the Eemedles on Bills of Exchange 
and Promissory Notes by the Prevention of frivolous 
or fictitious Defences to Actions thereon. 

[23rf July, 1855.] 

Whebxas bond fide holders of dishononred Bills of Exchange 
and Promissory r^otes are often unjustly delayed and put to un- 
necessary expense in recovering the amount thereof by reason of 
frivolous or nctitious defences to actions thereon, and it is expe- 
dient that greater facilities than now exist should be given for the 
recovery of money due on such bills and notes : Be it enacted by 
the Queen's Most Excellent Majesty, by and vi\i\i the advice and 
consent of the Lords spiritual and temporal, and Commons, in 
this present Parliament assembled, and by authority of the same, 
as follows : 

From Oct. 24, 1855, all Actions upon Bills of Exchange, ^c, may 
be by Writ of Summons as Form in Schedule A, Flainiiffon 
filing Affidavit of personal Sewice, may at once sign final Judg- 
mmt as Form in Schedule B. 

L From and after the Twenty-fourth da^ of October, One 
thousand eight hundred and fifty-five, all actions upon Bills of 
Exchange or Promissory Notes commenced within six months 
after the same shall have become due and payable, may be by 
writ of summons in the special form contained m Scbai^^ ^V^ 

VOL. I. q* 
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this Act annexed, and indorsed as therein mentioned ; and it shall 
be lawful for the plaintiff, on filing an affidavit of personal service 
of such writ williin the jurisdiction of the court, or an order for 
leave to proceed, as provided by the Common Law Procedure Act, 
1852, and a copy of the writ of summons and the indorsements 
thereon, in case the defendant shall not have obtained leave to 
appear and have appeared to such writ according to the exigency 
tnereof, at once to sign final judgment in the form contained in 
Schedule B. to this Act annexed (on which judgment no proceed- 
ing in error shall lie) for any sum not exceeding the sum mdorsed 
on the writ, together with interest, at the rate specified (if any), 
to the date of the judgment, and a sum for costs to be fixed by 
the masters of the superior courts or any three of them, subject 
to the approval of the judges thereof or any eight of them (of 
whom the Lord Chief Justices and the Lord Chief Baron shall be 
three), unless tlie plaintiff claim more than such fixed sum, in 
which case the costs shall be taxed in the ordinary way, and the 
plaintiff may upon such judgment issue execution forthwith. 

Defendant showing a Defence upon the Merits to have Leave 

to appear, 

U. A judge of any of the said courts shall, upon application 
within the period of twelve days from such service, give leave to 
appear to such writ, and to defend the action, on the defendant 
paying into court the sum indorsed on the writ, or upon affidavits 
satisfactory to the judge, which disclose a legal or equitable 
defence, or such facts as would make it incumbent on the holder 
to prove consideration, or such other facts as the judge may deem 
sufficient to support the application, and on such terms as to 
security or otherwise as to the judge may seem fit. 

Judge may, under special Circumstances^ set aside Judgment, 

III. After judgment, the Court or a judge may, under special 
circumstances, set aside the judgment, and, if necessary, stay or 
set aside execution, and may give leave to appear to the writ, and 
to defend the action, if it shall appear to be reasonable to the 
court or judge so to do, and on such terms as to the Court or 
judge may seem just. 

w Judge may order Bill to he deposited with Officer of Court in 

certain Cases, 

rV. In any proceedings under this Act it shall be competent 

to the Court or a judge to order the bill or note sought to be pn>- 

ceeded upon to be forthwith deposited with an officer of the 

coart, ana further to order that .all proceedings shall be stayed 

imt(il the plaintiff shall have ^vexi ^ecvirlty for the costs thereof! 
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(Remedy for the Recovery of Expenses of noting Non-dceeptanee of 

dishonoured Bill, 

V. Tlie holder of every dishonoured bill of exchange or pro- 
missory note shall have the same remedies for the recovery oi the 
expenses incurred in noting the same for non-acceptance or non- 
payment, or otherwise, by reason of such dishonour, as he has 
under this Act for the recovery of the amount of such bill or note. 

Holder of Bill of Exchange may issue One Summons against all or 

any of the Parties to the BiU. 

VI. The holder of any bill df exchange or promissory note 
may, if he think fit, issue one writ of summons, according to this 
Act, against all or any number of the parties to such bill or note, 
and such writ of summons shall be the commencement of an 
action or actions against the parties therein named respectively, 
and all subsequent proceedings against such respective parties 
shall be in like manner, so far as may be, as if separate writs of 
summons had been issued. 

Common Law Procedure Acts and Rules incorporated with 

this Act, , 

Vn. The provisions of the Common Law Procedure Act, 
1852,. and the Common Law Procedure Act, 1854, and all rules 
made under or by virtue of either of the said Acts, shall, so far 
as the same are or may be made applicable, extend and apply to 
all proceedings to be had or taken unde^ this Act. 

Act to apply to Courts of Common Pleas, Lancaster and Durham, , 

VIII. The provisions of this Act shall apply, as near as may 
be, to the Court of Common Pleas at Lancaster and the Court of 
Pleas at Durham, and the judges of such courts, being judges of 
one of the superior Courts of Common Law at Westminster, shall 
have power to frame all rules and process necessary thereto. 

I 

Her Majesty may direct Act to apply to Courts of Record in 

England and Wales, 

IX. It shall be lawful for her Majesty from time to time, by 
an order in pouncil, to direct that all or any part of the provisibns 
of this Act shall apply to all or any court or courts of record in 
England and Wales, and within one month after such order shall 
have been made and published in the London Gazette such'prbr 
visions shall extend and apply in manner directed by^ such order, 
and any such order may be, in like manner, from time to time 
altered and annulled ; and in and by any such order her Majesty 
may direct by whom any powers or duties incident totk^^x^ 
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visions applied under this Act shall and maj be exercised wrE& 
respect to matters in such court or courts, and may make any 
orders or regulations which may be deemed req^uisite for carrying 
into operation in such court or courts the provisions so applied. 

Extent of Act, 

X. Nothing in this Act shall extend to Ireknd or Scotland. 

Short Title. 

XI. In citine this Act in any instmment, document, or pro- 
ceeding, it shall DC sufficient to use the expression '*The Summary 
Procedure on Bills of Exchange Act, 1855." 



Schedules referred to in the foregoing Act. 



ViCTOEiA, by the grace of God, &c. 

To C. D^yOi , in the county of ^ . We 

warn you, That unless within twelve days after the service of this 
writ on you, inclusive of the day of such service, you obtain leave 
from one of the jud^ of the Courts at Westminster to appear, 
and do within that tmie appear in our Court of in an 

action at the suit of A, £,, the said A, B. may proceed to judg- 
ment and execution. 

Witness, &c. 

Memorandum to be subscribed on the Writ, 

N.B. — ^This writ is to be served within six calendar months 
from the date hereof, or if renewed, from the date of such renewal, 
including the day of such date, and not afterwards. 

Indorsement to be mude on the Writ before Service thereof 

This writ was issued by E, F., of , attorney for 

the plaintiff. Or, This writ was issued in person by A, B., who 
resides at [mention the dty, town, or parish, and also the name of 
the hamlet,street, and number of the house of the plaintiff's residence]. 

Indorsement. 

The plaintiff claims [ pounds principal and interest], 

or pounds \)a\an.ce ol ^m^Y^d oxid interest due to him as 
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the payee [or indorsee] of a bill of exchange or promissory note, of 
which the following is a copy : — 

[^ffere copy hill of exchange or promissory note, and all in- 
dorsements upon iV]. 

And if the amount thereof be paid to the plaintiff or his attorney 
within days from the service hereof, further proceedings 

will be stayed. 

Notice. 

Take notice. That if the defendant do not obtain leave from one 
of the judges of th^e courts within twelve days after having been 
served with this writ, inclusive of the day of such service, to 
appear thereto, and do within such time cause an appearance to be 
entered for him in the court out of which this writ issues, the 
plaintiff will be at liberty at any time after the expiration of such 
twelve days to sign final judgment for any sum not exceeding the 
sum above claimed, and the sum of pounds for costs, and 

issue execution for the same. 

Leave to appear may be (btained on an application at the Judges' 
Chambers, Serjeants* Inn, London, supported by affidavit, showing 
that there is a defence to the action on the merits, or that it is 
reasonable that the defendant should be allowed to appear in the 
action. 

Indorsement to be made on the Writ after Service thereof. * , 

This writ was served by X. Y. on Z. if. (the defendant or 
the defendants), on Monday the day of 

IS , ... 

By X. r. 



B. 

In the Queen's Bench. 

On the day of in the year of our Lord 

18 [-Z)fly of signing Judgment^ 

England (to wit). A. B. in his own person [or by 
his attorney] sued out a writ against C. 2)., indorsed as follows : — 

[Here copy indorsement of Plaintiff's Claim.'] 

and the said C. D. has not appeared : 

Therefore it is considered that the said A. B. recover against 
the said C. D. pounds, together with , pounds 

for costs of suit. 

Q 2* 



AVTSSVtT, 



ANNO DECIMO OCTAVO & DECIMO NONO 
VICTORIiE REGINiE. 

Cap. cxxxin. 



An Act for Limiting the Liability of Members of 
certain Joint-stock Companies. 

lUth August, 1855.] 

Whebeas it is expedient to enable members of joint-stock 
companies to limit the liability for the debts and engagements of 
such companies to which they are now subject : be it^ therefore 
enacted by the Queen's Most Excellent Majesty, by and with 
the ad\ice and consent of the Lords spiritual and temporal, and 
Commons, in this present Parliament assembled, ana by the 
authority of the same, as follows : 

Mode of obtaining Limited Liability by future Companies, 

I. Any joint -stock company to be formed under the Act of the 
eighth year of her Majesty, chapter one hundred and ten, (other 
tluin an assurance company,) with a capital to be divided into 
shares of a nominal value not less than ten pounds each, may 
obtain a certificate of complete registration with limited liability 
upon complying with the conditions following, in addition to 
doing all other matters and things now required in order to obtain 
a certificate of complete registration ; that is to say, 

(1.) The promoters shall state on their returns to the office 
for provisional registration that such company is pro- 
posed to be formed with limited liability : 
(2.) The word "** limited " shall be the last word of the name 

of the company : 
(3.) The deed of settlement shall contain a statement to the 
effect that the company is formed with limited 
liability : 
' (4.) The deed of settlement shall be executed by share- 
holders, not less than twenty-five in number, holding 
shares to the amount in the aggregate of at least 
three-fourths of the nominal capital of the company, 
and there shall have been paid up by each of such 
shareholders on account of his shares not less than 
twenty pounds per centum : 



APPENDIX. 

(5.) The payment of the above per-centage shall be acknow- 

leaged in or endorsed on the deed of settlement, and 

the fact of the same having been bond fide so paid 

shall be verified bj a declaration of the promoters, or 

any two of them, made in pursuance of the Act 

made in the sixth vear of the reign of his late Majesty 

King William the i'ourth, chapter sixty-two : 

And upon such conditions being complied with, and such other 

matters and things done, the Registrar of Joint-stock Companies 

shall grant a certificate of complete registration with limited 

liability to such company. 

Mode of obtaining Limited Liability by Companies now or hereafter 

registered, 

II. Any joint-stock company, except as aforesaid, now or here- 
after completely registered under the said act of the eighth year 
of her Majesty, may obtain a certificate of complete registration 
with limited liability, in manner and subject to the condition 
following ; that is to say. 

The directors of such company may, with the consent of at 
least three-fourths in number and value of its shareholders 
who may be present, personally or by proxy, at any general 
meeting summoned for that purpose, make such alteration 
in the name, nominal value of shares, and deed of settle- 
ment of the company as may be necessary for enabling it 
to comply with the coiiditions hereinbefore mentioned with 
respect to joint-stock com|)anies seeking to obtain certifi- 
cates of complete registration with limited liability ; and 
upon compliance with such conditions the registrar, after 
the affairs of the company shall at the expense of the 
company have been audited by some person appointed by 
the [Board of Trade, and on certificate from the said Board 
that the complete solvency thereof has been established on 
such audit to its satisfaction, shall grant to such company, 
by its new name, a certificate of complete registration with 
limited liability, and thereupon all privile^s and obliga- 
tions herebv attached to companies with hmited liability, 
their shareholders, directors, and officers, shall attach to 
the company named in such certificate, its shareholders, 
directors, and officers. 

Mode of obtaining Limited Liability by existing Companies 
constituted under Private Acts of Farliament. 

III. Any joint-stock company, except as aforesaid, constituted 
under anv private act of Parliament, wnereof it shall be proved to 
the satisfaction of the Board of Trade, after Ul^ ^^^-^ ^ '^^^ 
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company shall, at the expense of the company, have been audited 
by some person appointed by the Board of Trade, that the said 
company is perfectly solvent, and that not less than twenty joer 
centum of three-fourths of the nominal capital of such company 
has been paid up, majf obtain a certificate of complete registra- 
tion. with limited liability, in manner and subject to the coudition 
following ; that is to say. 

The directors of such company may, with the consent of at 
least three-fourths in number and value of its shareholders 
who may be present, personally or by proxy, at any general 
meeting summoned for that purpose, make such alteration 
in the name and nominal value of shares as may be neces- 
sary for enabling it to comply with the condition in that 
behalf hereinbefore mentioned with respect to joint- stock 
companies seeking to obtain certificates of complete regis- 
tration with limited liability ; and upon compliance with 
such condition the registrar, on receipt of a certificate of 
the solvency of the company, and of the payment of capital 
as before mentioned, shall grant to such company, by its 
new name, a certificate of complete registration with 
limited liability ; and thereupon all privileges and obliga- 
tions hereby attached to companies with limited liability, 
their shareholders, directors^ and officers, shall attach to 
the company named in such certificate, its shareholders, 
directors, and officers. 

Regulations to be observed on Complete Registration with Limited 

Liability. 

IV. Every company that has obtained a certificate of complete 
registration with limited liability shall paint or affix, and shall 
keep painted or affixed, its name on the outside of every office or 
place in which the business of the company is carried on, in a 
conspicuous position, in letters easily legible, and shall have its 
name engraven in legible characters on its seal, and shall have its 
name mentioned in legible characters in all notices, advertisements, 
and other official publications of such company, and in all bills of 
exchange, promissory notes, cheques, orders for money, bills of 
parcels, invoices, receipts, letters, and other writings used in 
the transaction of the business of the coqipauy. 

Penalties to be ivfiictedfor Non-observance of such Regulations. 

V. If such company do not paiut or affix, and keep painted 

or affixed, its name, in the manner aforesaid, each of the directors 

thereof shall be liable to a penalty not exceeding five pounds for 

not so paintiug or affixing its name, and for every day during 

which such name is not so keipt pamted or affixed ; and if any 

director or other o£^cet ol IVl^ tota^xv^,w ^'^ ^^tson on its 
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behalf, use any seal purporting to be a seal of the company 
whereon its name is not so engraven as aforesaid, or issue or 
authorize the issue of any notice, advertisement, or other official 
publication of such company, or of any bill of exchange, promissory 
note, cheque, order for money, bill of parcels, invoice, receipt, 
letter, and other writing used in the transaction of the business 
of the company, wherein its name is not mentioned in the manner 
aforesaid, he shall be liable to a penalty of fifty pounds, and shall 
further be personally liable to the holder of any such bill of 
exchange, promissoiy note, cheque, or order for money, for the 
amount thereof, unless the same shall be duly paid by the 
company. 

Every Increase in the nominal Capital to be registered, under a 

Fenaltif, 

YI. No increase to be made in the nominal capital of any 
company that has obtained a certificate of complete registration 
with limited liability shall be advertised or otherwise treated as 
part of the capital of such company, until it has been registered 
with the B/Cgistrar of Joint-stock Companies ; and no such regis- 
tration shall be made unless a deed is produced to the registrar, 
executed by shareholders holding shares of the nominal value of 
not less than ten pounds to the amount in the aggregate of at 
least three-fourths of the proposed increased ca^iital of the 
company, nor unless it is proved to the registrar, by such acknow- 
ledgment and declaration as hereinafter mentioned, that upon each 
of such shares there has been paid up by the holder thereof an 
amount of not less than twenty pounds per centum; and if any such 
increase of capital as aforeaaid oe advertised or otherwise treated 
as part of the capital of the company before the same has been 
so registered, every director of such company shall incur a penalty 
of fifty pounds ; and the payment of the above per-centage* shall 
be acknowledged in or endorsed on the deed so produced, and the 
fact of the same having been bond fide so paid shall be verified by 
a declaration of the directors, or b,nj two of them, made in pur- 
suance of the said act made in the sixth year of the reign oi his 
late Majesty King William the Fourth, chapter sixty-two. 

Members of eertfficated Companies to be free from Personal Liability, 

VII. The members of a joint-stock company which has so 
obtained a certificate of complete registration with limited 
liabilitj, after such certificate is granted, notwithstanding the 
provisions contained in the said Act of the eighth year of her 
present Majesty, shall not be liable, under any judgment, decree, 
or order which shall be obtained against such company, or for 
any debt or engagement of such company, further or otherwise 
than is hereinafter provided. 
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mfect of Execution against Company, * 

VIIL If any execution, sequestration, or other process in the 
nature of execution, either at law or in equity, snail have been 
issued against the property or effects of the company, and if there 
jcannot be found sufficient whereon to levy or enforce such execu- 
tion, sequestration, or other process, then such execution, se- 
questration, or other process may be issued against any of the 
shareholders to the extent of the portions of their shares respec- 
tively in the capital of the company not then paid up, but no 
shareholder shall be liable to pay in satisfaction of any one or 
more such execution, sequestration, or other process a greater 
sum than shall be equal to the portion of his shares not paid up^ 
provided always, that no such execution shall issue against any 
shareholder except upon an order of the Court, or of a judge of 
the Court, in wiiich the action, suit, or other proceeding shall 
have been brought or instituted ; and such Court or judge may 
order execution to issue accordingly, with the reasonable costs of 
such application, and execution to be taxed by a master of the 
said Court ; and for the purpose of ascertaining the names of the 
shareholders, and the amount of capital remaining to be paid upon 
their respective shares, it shall be lawful for any person entitled 
to any such execution, at all reasonable times, to inspect the 
register of shareholders without fee. 

IfDimdends be made and Corporation insolvent^ each Director 

consenting thereto liable, 

IX. If the directors of any such company shall declare and 
pay any dividend when the company is known by them to be in- 
solvent, or any dividend the payment of which would to their 
knowledge render it insolvent, they shall be jointly and severallv 
liable for all the debts of the company then existing, and for all 
that shall be thereafter contracted, so long as they shall respec- 
tively continue in office ; provided that the amount for which 
they shall all be so liable stiall not exceed the amount of such 
dividend, and that if any of the directors shall be absent at the 
time of making the dividfend, or shall object thereto, and shall file 
their objection iu writing with the clerk of the company, they shall 
be exempted from the said liability. . 

Notes of Shareholders not receivable in Payment of Calls ; Liability 
of each Offider consenting to a Loan to Shareholders, 

X. No note or obligation given by any shareholder to the 
company whereof he is a shareholder, whether secured by any 
pledge or otherwise, shall be considered as payment of any money 
Que from him on any share held by him, and no loan of money 
shall be made by any such company to any shareholder therein; 
and li any such loan shall be made to a shareholder, the directors 
who shall make it, ot yt^q »\ia\V «a^w\fc thereto, shall be jointly 
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and severally liable to the extent of such loan, and interest for all 
the debts of the company contracted before the repayment of the 
sum so lent. 

Rights of Creditors of existing Companies preserved, 

XI. Where any company completely registered under the 
said Act of the eighth year of her present Majesty, or any com- 
pany constituted under any act of Parliament, shall obtain a cer- 
tificate of complete registration with limited liability, the grant of 
such certificate shall not prejudice or affect any right which pre- 
viously to the grant of such certificate has accrued to any creditor 
or other person against the company in its corporate capacity, or 
against any person then being or having been a member of such 
company, but every such creditor or other person shall be entitled 
to all such remedies against the company in its corporate capacity,, 
and against every person then being or having been a member of 
such company, as he would have been entitled to in case such 
certificate had not been obtained. 

Change in the Name of a Company under the Act not to affect the 
Bights of the Company or other Parties. 

XII. No alteration made by virtue of this Act in the name 
of any company shall prejudice or affect any right which pre- 
viously to such alteration has accrued to such company as against 
any other company or person, or which has accrued to any other 
company or person as against such company, but every such com- 
pany as against any other company or person, and every other 
company or person as against such company and the members 
thereof, shall oe entitled to all such remedies as they or he would 
have been entitled to if no such alteration had been made ; and 
no such alteration shall abate or render defective any legal pro- 
ceeding pending at the time when such alteration is made. 

Companies to be dissolved and wound up when Three-fourths of the 

Capital lost. 

Xni. In the case of any company which has obtained a cer- 
tificate of limited liability, whenever, on taking the yearly accounts 
of such company, or by any report of the auditors thereof, it 
appears that three-fourths of the subscribed capital stock of the 
company has been lost, or has become unavailable in the course 
of trade, from the insolvency of shareholders, or from any other 
cause, the trading and business of such company shall forthwith 
cease, or shall be carried on for the sole purpose of winding up 
its affairs ; and the directors of such company shall forthwith take 
proper steps for tlie dissolution of such company, and for the 
winding up of its affairs, either by petition to the Court of Chan- 
cery, or by exercise of the powers of the deed of settlement, or by 
such other lawful course a3 thej may think mo&t ^t. 
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Auditors to be appointed subject to Approval of Board of Trade. 

XIV. In cases where a certificate of registration with limited 
liability has been obtained, when one auditor only shall have been 
appointed under the thirty-eighth section of the Act of the eighth 
of Victoria, chapter one hundred and ten, that single auditor, and 
when two or more such auditors shall have been so appointed 
then one of such auditors, shall be subject to the approval of the 
Board of Trade, and such Board in case the auditor submitted to 
them for approval shall for any reason appear unfit or objection- 
able shall appoint another in his place. 

Recovery 0/ Penalties, 

XV. Every pecuniary penalty imposed in pursuance of this 
Act shall be deemed a debt due to the Crown, and shall be recover- 
able accordingly. 

Act to be taken as Part ofl^^ Vict, c. 110. 

XVI. This Act shall, so far as is consistent with the contents 
and subject-matter thereof, be taken as part of and construed 
with the said Act of the eighth year of her present Majesty, 
chapter one hundred and ten, and the Act of the eleventh year 
of lier Majesty, chapter seventy-eight, and all the provisions of 
the said Acts, save in so far as they are varied by this Act, shall 
apply to persons and companies applying for or obtaining a cer- 
tificate of complete registration witn limited liability. 

Provisions o/7 i^S Vict. c. Ill, 11 ^ 12 Vict, c. 45, and 
12 if 13 Vict. c. 108, to apply to this Act, 

XVn. The provisions of the Act of the eighth year of her 

5 resent Majesty, chapter one hundred and eleven, and of the 
oint-stock Companies Winding-up Act, 1848, and of the Joint- 
stock Companies Winding-up Ainendment Act, 1849, shall apply 
to persons and companies obtaining a certificate of complete 
registration with limited liability, subject only to such variations 
as may be occasioned by the provisions ^f this Act. 

Act not to apply to Scotland, 
XVni. This Act shall not apply to Scotland. 

Short Title. 

XIX. This Act may be cited for all purposes as "The Limited 
LiabiHty Act, 1855." 

END OP VOL. I. 
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